THE MAGAZINE OF 
WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 











Volume 66 No. 9 August 10, 1940 


The Ticker Publishing Company is affiliated by common ownership with the Invest- 
ment Management Service and with no other orgtnization. It publishes The 
Magazine of Wall Street and Business Analyst, issued bi-weekly; Adjustable Stock 
Ratings, issued monthly; and The Investment and Business Forecast, issued weekly. 
Neither the Ticker Publishing Company nor any affiliated service or publication has 
anything for sale but information and advice. No securities or funds are handled 
under any circumstances for any client or subscriber. 


CONTENTS 








Trend of Events.... © . 500 
As I See It. By Charles Benedict... 502 
Market Turn in the Making. By A. T. Miller 505 
Facts on Our Armament Program. By E. K. T. 508 
Freezing Hot Money. By H. M. Tremaine 511 


Europe’s Famine and the American Farmer 


By Frank K. Walters............. 514 
What War Means to Westinghouse. By J. C. Clifford 516 
Mid-Year Security Appraisal and Forecast. Part II 519 


Boom Demand for Copper Fabricators? By Jesse J. Hipple . 528 


The Bond Bulletin. Conducted by J. S. Williams 531 
For Profit and Income a ms eer 532 
Six Dividend Paying Stocks Selling Near Quick Asset Value 

Selected by the Magazine of Wall Street Staff < 534 
First 100 Years Were the Hardest (Worthington Pump) 

By Richard Colston. ........ eae. 537 
THE BUSINESS ANALYST _. Sopa ty tan 539 
Answers to Inquiries......................... 545 
Forthcoming Dividend Meetings................. enya ee 
Dividends Recently Declared... ... ee ee . 551 





Copyright, 1940, by the Ticker Publishing Co., Inc., 90 Broad St., New York, N. Y. 

~ G. yckoff, President and Treasurer. Laurence Stern, Vice-President and Managing 
Editor. Alfred G. Dennison, Secretary. Victor E. Graham, Advertising Manager. The 
information herein is obtained from reliable sources and while not quaranteed we believe it 
to be accurate. Single copies on newsstands in U. S. and Canada, 35 cents, special numbers 
50 cents. Place a standing order with your newsdealer and he will secure copies regularly. 
Entered as second-class matter January 30, 1915, at P. O. New York, Act of March 3, 1879 
Published every other Saturday. iis , 


SUBSCRIPTION. PRICE—$7.50 a year in advance in the United States and its pos- 
sessions; Canada and Pan-America, Foreign $8.50. Please send International Money Order 
or United States Currency. 


_ TO CHANGE ADDRESS—Write us your name and old address in full, new address 
in full and get notice to us three weeks before you desire magazine sent to the new address. 


EUROPEAN REPRESENTATIVES — Int tional N ; > 
London, E. C. 4, England. aaa wee hes, ee inated Bldg., 
Cable Address—Tickerpub. 




















THE MAGAZINE OF WALL STREET AUGUST 10, 1940 








BOOKS... 


For the Business Man 





MATHEMATICS AND THE 


IMAGINATION 
EDWARD KASNER AND JAMES NEWMAN. 
Simon & Schuster $2.75 

The authors talk two languages, only one of 
which is far enough over the layman’s head to 
force him to read paragraphs several times 
over. (The effort is wocth while if only for 
the new conception of infinity it affords.) In 
the other, several of the problems that have in- 
trigued men’s minds for centuries are met, to- 
gether with a few new uses for under-exercised 
imaginations. 

»>»»>e«« 


WHY EUROPE FIGHTS 
WALTER MILLIS 
William Morrow & Co. $2.50 

To better understand the war in Europe, Mr. 
Millis traces events and conditions from the 
Versailles Treaty to the present in the various 
countries of Europe, stressing the rise of 
totalitarian absolutism as a result of depres- 
sion, bitterness and defeat. 


>>e<¢ 


CONFESSIONS OF AN 


INDIVIDUALIST 
WILLIAM HENRY CHAMBERLAIN 
Macmillan $3.00 

As foreign correspondent for The Christian 
Science Monitor, Mr. Chamberlain has lived in 
Moscow from 1922 to 1934, then in Tokio and 
Paris, with a visit to Berlin in 1934. Although 
an ardent defender of Bolshevism, years of 
actual experience with its workings have 
changed his viewpoint. Still in Paris, he sees 
no necessity of the United States joining in 
the current war. 

»9r>e<«¢ 


DEMOCRACY AND THE 
THIRD TERM 


FRED RODELL 
Howell, Soskin & Co. $1.50 

The nomination of F. D. Roosevelt brings this 
question to a head. A member of the Yale Law 
School faculty clearly presents the history of 
the case, opinions of past leaders, and the issue 
as it stands today. 

>>e<Ce 


SECURITY ANALYSIS, 
PRINCIPLES AND TECHNIQUE 
BENJAMIN GRAHAM and DAVID DODD. 


McGraw-Hill $5.00 

Since the publication of this book in 1934 
various laws and economic conditions have 
made a revision necessary. The work of a prac- 
tical analyst and Columbia professor, brings a 
larger number of illustrations and statistical 
data into an already standard text on securities. 


»>e<K<¢ 


CAPITAL EXPANSION, 
EMPLOYMENT, AND 
ECONOMIC STABILITY 
MOULTON, EDWARDS, MAGEE & LEWIS 


Brookings Institution $3.50 

Since unemployment and depressions result 
from capital stagnation, and lowered national 
income and financial instability follow capital 
restriction, this study deals first, with the out- 
lets and needs for capital, and second, govern- 
ment regulation and taxation. 


>>e<«<¢ 


| MARRIED ADVENTURE 
OSA JOHNSON 


Lippincott $3.50 

Here’s a chance for every arm chair explorer 
to join Martin and Osa Johnson on their exciting 
and unique trips to the far corners of the world. 


2d @ «« 


These books may be ordered from The 
Magazine of Wall Street book department 


497 








Safety well = stment P rogress 


UNDER TODAY'S NEW CONDITIONS 


The economy of a world girded for drastic changes 


presents many bewildering problems to security owners . . . when 
and what to buy... hold... or discard. An entirely new set of val- 
ues for services, goods and securities has sprung into being —and 
the only adequate way to keep abreast of rapid changes is to secure 


constant and competent guidance. é 
Each fortnightly issue of The Magazine of Wall “ 
Street interprets today’s lightning changes... in business and indus- _ 
try, foreign affairs, legislation ... gives you the latest facts on the yo 
. a Ae de 
U.S. Defense program ... earnings profits and dividends . . . de- tio 
tailed analyses of leading companies and industries—provides you dif 
ag 
with a sound workable plan attuned to today’s new requirements. | 
WO 
bec 
A . = pel 
s a regular subscriber, you may request opinions by = 
wire or mail—on as many as three listed stocks or bonds at a time = 
...and in return receive without charge the impartial advices of - 
. . WwW 
our analysts in the form of a personally-dictated on 
| AAMAGATIN # reply fitted to your own individual needs and = 
| OWA 1 ie 38 
AWALLSTR i objectives. as 
adie ten 
ies a i oe Subscribe Today!----------777"! — 
: r Profits for Business / 
é } THE MAGAZINE OF WALL STREET, 90 Broad St., New York 
Bf ee of | } O Enclosed find my remittance of $7.50 for which enter my subscription to The 
mod . Magazine of Wall Street for one year (26 issues)—including a specimen copy 


of ADJUSTABLE STOCK RATINGS—112 page “Pocket Statistician”— 
and Continuous Inquiry Privileges for one year. [] Bill me. 





(1 I enclose $12.50 for a two-year subscription (52 issues), including all the 
above privileges. [ Bill me. 





NRE v5 oc ac ediouatatuuedG os SC SURKE A wow eee Gialeaa'o wpe R UO Adena Te orou Ins ew ere l 
1 

I 

Ue eS: ao ociein Soca nessa GOS eGS PNOK TRAD Se SOAK SRR LO NESEES” srayacrasleg Bun caeeannee MPG-8-10 1 
Canadian Rate: 1 yr. $8.50—2 yrs.: $14.00 : 





498 ; THE MAGAZINE OF WALL STREET AU 





T 








With Th\e Editors 





Crhmaments and Business Actwity. 


Over the next few months it is go- 
ing to be harder than ever to answer 
that standby—“How’s business?” If 
you use any of the recognized in- 
dexes it should be with the realiza- 
tion that they mean something very 
different from last year or ten years 
ago. 

At that, there’s a chance they 
won't be so wide of the mark, simply 
because the errors in them may com- 
pensate each other. One of these 
you have probably noticed already. 
It is the weight given to steel pro- 
duction in practically all indexes, 
which lays them open to distortion 
when the steel industry goes on a 
rampage like the present one. Oper- 
ations have jumped 50% in the last 
few weeks, and if you think business 
as a whole has improved even a 
tenth of that in the same time, look 


around the country as a_ whole. 

There is soon to be a very impor- 
taunt error in the other direction, 
too. When Packard begins to pro- 
duce that mammoth order of air- 
plane engines, when several makers 
start tanks rolling off their lines, 
when shipbuilding hits an even 
higher pace, they will all contribute 
to the movements of money and 
materials that make up prosperity. 
But they won’t show in the index 
of business activity. Some of them 
might eventually put a drag on the 
indexes, where they mean tank pro- 
duction substituting for automobiles 
which would otherwise make busi- 
ness look better. 

In the last war, the years 1916, 
1917, 1918 showed absolutely no 
rise in “industrial production.” Yet 
they were feverishly active. It was 


a case of measuring the sections of 
business that were not directly con- 
cerned with armaments, even though 
munitions manufacture helped in 
general activity by increasing the 
consumption of materials, wage pay- 
ments, car loadings and so on. Of 
course, back in 1917 total capacity 
put a rather low ceiling on produc- 
tion, so that it was necessary to 
eliminate a good deal of ordinary 
business to get fully into war 
preparations. 

The nearest approach to an esti- 
mate of business versus the business 
indexes now is that things are not 
as good as they look. In a few 
months, the case may be reversed 
and business will be better than the 
indexes show, whether actual levels 
change for better or worse from their 
already satisfactory standing. 





* *& *& CURRENT 


IMPORTANT FEATURES * & & 


1940 Mid-Year Security Appraisal and Forecast Issues 


Part | in July 27th issue. 


Part Il in this issue. 


Part Ill, August 24th Issue—Building, Metals, Oil, 


Merchandising, Miscellaneous. 
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The Trend of Events 


HEMISPHERE SOLIDARITY ... Secretary of State Hull 
merits unstinted praise for the promising results achieved 
by his patient and skilled diplomacy at the recent 
Havana conference of foreign ministers of the western 
hemisphere republics. 

In general, the most significant accomplishment was 
full agreement on the principle and objective of united 
hemisphere resistance against any military, political or 
economic threats that might develop out of the European 
and Asiatic wars or their aftermath. 

In particular, the most immediately practical and 
important accomplishment is that the Monroe Doctrine 
—long a unilateral policy of the United States—has been 
fully accepted as the common doctrine and responsi- 
bility of all western hemisphere republics. This is more 
significant in its moral, diplomatic and political implica- 
tions than in its military aspects, for only by the power 
of the United States could the policy be enforced on 
any showdown. 

Since it is agreed that, if need arises to apply the 
Monroe Doctrine, any of these nations has the right to 
act first and consult with the others later, red tape and 
possible delays are eliminated. It detracts nothing from 
Secretary Hull’s achievement to note the underlying 
reality that the United States was in any event bound to 
enforce the doctrine regardless of the attitude of other 


countries. Cooperation on this policy. however, is an 
essential foundation to hemisphere political and eco- 
nomic cooperation. 

The agreements on economic protection and resistance 
to “fifth column” activities are necessarily less specific 
and immediately practical than the action on the Mon- 
roe Doctrine. Effective economic cooperation involves 
many complex problems which only time, patience and 
mutual tolerance can overcome. Only very general prin- 
ciples and objectives have been agreed to. The Roose- 
velt Administration will take the initiative in evolving 
methods, subject to Congressional action on needed 
appropriations and authorizations. Meanwhile Mr. Hull 
has won a great victory and Nazi Germany has met 
with a reverse. 


DOUBTFUL AUTO OUTLOOK ... Retail demand for 
automobiles continues to meet the hopeful expectations 
projected by the industry, with the result that stocks 
of cars in dealers’ hands—at a record high a few weeks 
ago—are being readily disposed of. Production sched- 
ules, while seasonally declining, have been revised up- 
ward to a moderate extent. It is now likely that unit 
output this quarter will be around 620,000 or some 
20 per cent higher than a year ago. . 

Tentative plans for the fourth quarter call for 1,250,- 
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000 cars and trucks. This would bring 1940 production 
to approximately 4,400,000 units, 18 per cent above 1939 
and the fifth best year in the industry’s history. Some 
part of recent sales gains has undoubtedly reflected 
consumer fears of higher prices on 1941 models and 
possible shortages of cars as a result of the expanding 
armament program. This is, of course, an abnormal sales 
stimulus and may well prove to be at proportionate 
expense to sales volume later on. 

It is very much to be doubted that automobile plant 
facilities can be converted to the manufacture of needed 
armaments quickly enough to involve any major disrup- 
tion of the industry’s 1941 plans as to production for 
civilian needs. Therefore, if consumer income continues 
its present favorable trend, this key industry probably 
has another active year ahead of it. 


HITCH BEFORE THE START... When the difficulties 
in the way of securing for this country an adequate 
national defense were first assessed, they seemed to be 
the kind that American industry enjoys solving. Train- 
ing men, installing machines, ironing out production 
problems—they were more appetizing than terrifying; 
and the public had confidence that the system that built 
the modern automobile, for one example, could hardly 
fail in armaments even though it was to be asked for 
the next to impossible in the way of speed. 

That was the expected test—the direct physical prob- 
lem of production. Is it being passed successfully? So 
far it is not even being reached. The needs are known, 
the money appropriated, the contracts ready for signing, 
but the whole program is stalled over the single item of 
tax amortization. 

Chairman Olds of U. S. Steel tells stockholders: “We 
are asked to increase our facilities for heavy armor plate 
for which orders will run for the next three to five years. 
There is not likely to be much business in these products 
thereafter. For that reason the tax amortization problem 
is a serious one for us. If we have to amortize over 
twenty years, our profits during the period of orders 
would appear to be unusually large. There should be 
a much shorter period for amortization. For that reason 
we have delayed buying equipment needed for the heavy 
armor plate program until the tax amortization question 
is settled. The problem of amortization time must also 
be considered in the matter of expanding shipbuilding 
facilities, and no new ways will be constructed until the 
situation has been clarified.” Other business leaders 
including the head of the next largest steel company 
have voiced the same perplexity. They obviously cannot 
throw away their stockholders’ money out of patriotism, 
although they can make every other effort to push the 
program along without haggling or profiteering. 

The matter of fixing the blame for this holdup on 
particular parties is secondary. The thing to do is to 
get over, under or around the obstacle immediately, so 
that we can-have some results to show for the precious 
months now slipping away. If there are to be delays, as 
there probably must, they should have more tangible 
causes than this. 





“MOLOTOFF FULL OF GUILE" 
—says Charles Benedict 


Foreign Commissar Molotoff’s speech before the Su- 
preme Soviet was a perfect example of Oriental guile. 

By permitting Russian acts rather than words to be 
our guide as to Russian intentions, we must come to the 
conclusion that the attack on the United States and 
Great Britain was in retaliation for the embargo on 
Lithuanian, Latvian and Estonian gold, and the failure 
of our Government to recognize Russian rights to this 
property. 

The fact that such a statement would help Germany 
at this time and hurt England was of course taken into 
Russian calculations, and the statement was made for 
that very purpose. Stalin is fighting for Russia alone 
and he will turn right around and cooperate with the 
United States and with England when it is to the interest 
of Russia to do so. 

Any review of recent events from the Baltic to the 
Black Sea definitely indicates a complete Russian dis- 
regard for German interests—at a critical time in Ger- 
man affairs. It is evident that Russia is not concerned 
with helping the Nazis either. As matters stand Russia 
is in effect saying to Germany: “I am not interfering 
with your conquests, and will ask you not to inter- 
fere with mine.” And there is nothing Germany can do 
about it without creating a tense situation between the 
two countries. 

At the same time, Germany is in the unpleasant and 
disturbing position of being obliged to permit Russian 
propagandists full sway in their operations within every 
European country from Norway to Rumania. Any 
attempt to curtail this work would be considered a most 
hostile act by Stalin. 

So critical is the situation created by Soviet activities 
that poor little Rumania has taken advantage of it and 
threatened to fight if the German-instigated demands 
by Hungary and Bulgaria are greater than the con- 
cessions she is willing to make. Rumania has the courage 
to take this stand because she knows that the Nazis are 
very anxious to avoid the spread of war to the Balkans, 
recognizing that the recent German offer of additional 
sections of Poland to Russia was for the purpose of 
grudging appeasement. I can readily believe that Stalin 
would be glad to move into this new territory which 
cost him nothing—and which widens the buffer area 
between Germany and Russia proper. But this will 
certainly not settle the matter. Russia, like Germany, 
will take whatever she can get without risk and expense. 
And even if she should promise to sit on the sidelines 
now—when the time came for her to act, she would take 
the necessary steps in her own behalf just as she has in 
the Balkan States, where her demands increased after 
each settlement until now these countries are completely 
under her thumb. 

Germany knows this practice very well since she 
applies it herself, and therefore Comrade Molotoff’s 
somewhat too oily assurance leaves her just as uneasy 
as she was before.—C. B. 
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BY CHARLES BENEDICT 


HITLER CAN BITE IT OFF — BUT CAN HE CHEW IT? 


1. Gold Propaganda 


i it weren’t so serious in its effect on fear-ridden minds, 
we could afford to laugh at the clumsy Nazi attempts 
to make us believe that our gold will be valueless. 

The German propaganda machine sends us reams of 
material, produced by its greatest propaganda experts 
and designed to make us believe that the continuing 
flight of gold to this country is due to the fear that this 
precious metal will lose its value. At the same time the 
Nazis are trying by hook or crook to acquire all the 
gold they can lay their hands on. In fact, Herr Doktor 
Gerhardt Alois Westrick is Hitler’s latest emissary to 
the United States for the purpose of relieving us of 
the “burden” of gold to the extent of five billion dollars. 

The plan suggests a joint fund—established somewhere 
in Europe—in which Germany will put up two billions 
in gold and the United States five billions. This sum to 
be used as a basis for credit against German purchases 
in the United States. The gold to be valued at $35 
an ounce—which price we will agree not to 
reduce thereafter. At the same 
time as a reward for the privi- 
lege of giving Germany five bil- 
lion dollars and goods equal to 
that amount and more (mainly 
more) depending upon the credit 
established on the above basis 
—we are called upon to reduce 
our tariffs and permit free entry 
of German goods produced by 
slave labor, in payment for crops and 
other products the Nazis would like to 
buy in our country. 

Germany has the unmitigated nerve 
to make such proposals only because 
she believes she has thoroughly fright- 
ened Americans as to the ultimate 
value of our gold holdings; that they 
have taken seriously her boasts that 
she intends to be and will be in a 
position to establish a new economic 
and financial world order based on 
barter. 

And now comes Dr. Funk in an 
attempt to throw another scare into 
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The whole thing is utterly absurd from a world stand- 
point, and is not in accordance with the facts. In the 
first place; (1) Barter is too primitive to meet the re- 
quirements of this modern age. (2) At any time it can 
function only partially, ie, when the credit system 
breaks down—like the situation which has existed in 
the past few years. (3) The use of barter necessarily 
is reduced to a minimum in war time, and in pe- 
riods of blockade making gold essential—a situation 
which Germany is facing at present. (4) In these days 
when nearly all the productive capacity of Nazi economy 
is devoted to manufacturing products of war, the ade- 
quate exporting of normal commercial goods is out of 
the question. Unable, therefore, to pay for her purchases 
in exports, Germany is obliged to have gold to meet 


FUNK THREATENS 


tp * 















nk 






Walther Fu 






tail theit | &° 
eds 2 


THE MAGAZINE OF WALL STREET 





her | 
brou 
selve 
the 
coun 
the | 
cutic 
Be 
prod 
befo: 
and 


1925 
1926 
1927 
1928 
1929. 
1930 
1931 
Fr 
beca 
ques 
took 
her | 


BER 
RET 


a 
ve] 
gar 
{sai qd 
Te. 
uta | 
‘Ue 


AUG 





her necessities. Barter cannot function. (5) The Nazis 
brought the necessity for the barter system on them- 
selves by dislocating industrial and financial control in 
the various industries—first in Germany, next in the 
countries which she has conquered, then as a result of 
the boycotts of her products that came from her perse- 
cution campaign. 

Below is the percentage of total German industrial 
production, including manufactured foodstuffs, exported 
before and after Hitler came into power and the political 
and religious persecution was intensified. 


GERMAN EXPORTS 


Before Hitler After Hitler 
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From the above figures it can be seen that barter 
became a necessity for Germany in 1934. In every con- 
quest thereafter, almost the first thing German trucks 
took back to the Fatherland was the gold. In spite of 
her boasts, Germany is feeling the pinch again as evi- 
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denced by her demands on Switzerland for Swiss food- 
stuffs, oil and gold reserves. 

Certainly barter must remain an expedient and gold 
retain its supremacy, in view of the experiences the 
Nazis themselves have had—since they have found 
that gold can function in good times and bad, in peace 
and war, while managed currency based on barter has 
failed to do so. 

It must be evident that the Nazi attack on our gold 
has two purposes: To disorganize our economic position 
by raising fears and doubts as to our future in the minds 
of businessmen and financiers; and to further her fifth 
column activities among highly situated people whom 
she believes she can switch to her side—the side she 
would like to make them believe is the winning side, 
about which I greatly have my “doots’—as I am not 
influenced by the probable transient character of Ger- 
many’s military victories. 

In the first place, in order to hold the whole world 
in subjugation, she will have to continue to arm to the 
teeth and outstrip the armament programs of Russia, 
Japan, the United States and English Colonial efforts. 
Thus far the cost of Germany’s military machine has 
been charged off to expense toward the acquiring of a 
world empire. But the drain is enormous and she can- 
not continue for more than a year or so without dipping 
further into the wealth of other nations. She has not 
secured the wherewithal for her longer term needs in 
any one of her conquests up to date. Only in the de- 
struction of the British Empire can she hope to do so. 
And the tightening of the English blockade against 
Portugal and Spain is bound to make her shortages more 
acute than ever. With any real success in the Mediter- 
ranean, Hitler would move on British South Africa with 
its vast deposits of gold ore. 

Here a strong pro-British movement under the leader- 
ship of General Smuts has been organized to stop Ger- 
many’s drive against Africa. Nazi propagandists are 
already attacking and villifying General Smuts, incon- 
sistently and absurdly calling him a traitor because he is 
striving to defend his country against German greed and 
aggression. 

If Germany ever came into possession of this source of 
African gold, who can doubt that this metal would 
remain the monetary standard of the world! On the 
other hand, if Britain is unconquerable, then of course 
gold is bound to remain the world monetary standard 
because of the vast quantity of ore under British control. 
In either case it seems to me we not only have nothing 
to fear on that score, but the advantage of being in 
possession of this grand cache of over twenty billion 
dollars worth of gold has enormous possibilities for the 
United States in the period ahead. 


ll. Near Term Economic Repercussions 


The only real anxiety that we have in a continuing 
German victory is not on account of gold, but on account 
of the economic dislocation she is producing as she 
goosesteps through the various countries—and I say that 
advisedly. The simile is perfect because the goose is 
considered the dumbest fowl in existence, and Germany 
is as stupid as can be in believing she can get control 
of world economic and financial machinery by bombard- 
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ment and airplane attacks on civilians or industries. 

Thus far her methods have caused a dislocation of 
industry and finance everywhere. The cooperation neces- 
sary to improve her economic and financial fortunes has 
not been forthcoming, nor is it likely to be, because 
here she is dealing with delicate mechanisms that do 
not respond favorably to Stuka bombing and incendiary 
missiles, railroading to detention camps—and ghettos. 

Persecuted people—whether Christians or Jews—will 
not move a hand to cause the proper functioning of the 
economic and financial machinery that will make Hitler 
their master. History testifies to this truth. In evidence 
I offer the instances of—Spain whose inquisition brought 
about her collapse from which she has never recovered; 
Romanoff Russia whose peasant tyranny and pogroms 
brought on bolshevism and produced the Revolution of 
Nihilism which destroyed the entire economic and finan- 
cial power of the nation. 

Every German conquest is a shock to our economic 
and financial machinery. It affects our exports. It de- 
stroys values in our security markets—and American 
investments and property abroad. Domestically, it stag- 
nates the plans and efforts of businessmen everywhere 
in the United States. It makes us lose confidence in 
ourselves—in Democracy. 

We are all aware that this demoralizing and malignant 
influence has been cumulative, beginning with the Nazi 
conquest of Austria. 

And in the destruction of the British Empire, the 
greatest economic catastrophe would result for us. The 
destruction of England would destroy the value of the 
pound—representing investment values into the billions. 
Plants and businesses that are valuable when running 
and as going concerns would be bankrupt under German 
domination. To restore this machinery to working order 
—to any sort of decent value—would take generations, 
because of the destruction of property values,—of irre- 
placeable loss to investors,—of assets confiscated by the 
Nazis, and used mainly for the purpose of tiding over 
a bad spot. And with dire circumstances resulting from 
this great catastrophe, it might never come back. 

Let us not forget that fabulous Rome, with its ad- 
vantage as spiritual capital of the Christian world—with 
its millions of adherents—lay in ruins for almost two 
thousand years. It is evident that economics rather than 
military victories finally win wars. History is replete 
with such examples. 

These then are the ruinous certainties that confront 
us in a victorious Germany. 


Ill. Why Germany Can Never Wholly Conquer 


The Nazis are bound to be blocked eventually because 
of their ambitions which would continue to keep the 
world embroiled in weakening wars in which the real 
and tangible forms of wealth would be destroyed. 

Such a great percentage of raw materials and labor 
would continue to be used in producing implements of 
destruction that the impoverishment of the world would 
be accelerated, at a time when wealth and reserves were 
already declining by taxation on income and by capital 
levies. This, the result of German ambition at its 
worst, would so greatly imperil present day civilization 
as to raise the spectre of man’s decline once more to the 
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dark ages. It is plain that continuing Nazi aggression 
must bear down the rest of the world—including itself. 
In this war of exhaustion only Russia and Japan would 
be the victors unless of course the United States succeeds 
in confining the debacle to Europe by a successful plan 
of economic and military mobilization of the Western 
Hemisphere. 

Even as matters stand today there would still be 
years of poverty for Europe with men making a weary 
effort at rebuilding the world for coming generations. 

The signs are that Germany has already bitten off 
more than she can chew. Hitler does not seem to have 
profited by the experiences of the last war. He has 
ignored the causes which impoverished the entire Euro- 
pean Continent—results of the dislocation of economic 
and financial machinery occasioned by the setting up 
of new governments and new types of economy. The 
last war brought most European people down practically 
to a subsistence level. It destroyed all kinds of wealth— 
real estate and industrial investments everywhere. The 
capitals of the various countries in which most of the 
wealth was concentrated, suffered particularly. Vienna, 
the powerful hub of a great Empire, became a mere 
shambles in terms of economic destruction and _indi- 
vidual poverty. 

The attempts at rehabilitation in the various countries 
set up by the Versailles Treaty were unavailing. The 
outcome was an intense nationalism which sought self 
sufficiency in both agricultural and manufactured prod- 
ucts. Import restrictions, exchange regulations and 
tariffs had the further effect of destroying the remaining 
economics. 

And now comes Hitler with the set purpose of remak- 
ing Europe all over again after only twenty years! By 
placing these captive nations almost entirely on an agri- 
cultural and raw material basis—for servicing to the 
German people and German industries—he would make 
all of Europe subservient to his command. To begin 
with—the cost of German administration would deplete 
their resources. As agricultural countries are notoriously 
poor, complete impoverishment would result for these 
captive people. It is this situation which forces Germany 
to a barter system for Europe. Obliged to exchange and 
produce for a pittance, this practice would make virtual 
slaves of the great European masses and give them only 
a minimum of buying power. All the wealth would flow 
to Germany—where the controlling Nazis in accordance 
with their program of master and slave economy would 
lord it over a Europe reduced to the absolutism of 
ancient days. 

In spite of Germany efficiency, this system is transi- 
tory at best. The whole Nazi scheme is cockeyed since 
it is based on destruction of all peoples, and supremacy 
of the German race alone. The seething hatred beneath 
the surface in every captive land will erupt murderously 
at the first opportunity. It is already expressing itself in 
acts of sabotage and subversive destruction, while des- 
perate people hang breathlessly awaiting the outcome 
against the campaign of Great Britain—hoping! 

What permanent stability can there be in such a set- 
ting? It must be evident that Hitler’s plan of barter is 
merely an expedient and can succeed only in accelerating 
world economic disiocation. Our gold, therefore, gives us 
the opportunity to become a (Please turn to page 550) 
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Market Turn in the Making 


Basis for Sustained Advance Still Present, But Good Business Conditions and 


Internal Market Strength Are Offset by Doubts of Coming War Developments. 
These Must Soon Be Clarified, Bringing Test of Recent Tentative Uptrend. 


I. the atmosphere to which we had 
become accustomed in a month of the 
most extreme stock market apathy in 
a generation, last week’s upturn in 
prices and volume looked almost like a roaring bull 
market. 

Yet only in one trading session, Tuesday, July 30, was 
there more than a ripple of excitement. The volatile in- 
dustrial average moved up better than 2% points and 
volume spurted to 670,000 shares. But the question 
uppermost in all minds—was this the start of a buying 
stampede?—was answered promptly in the negative. 

While liquidating pressure remained light, buying de- 
mand quickly subsided. By the end of the week volume 
was back to negligible proportions and daily price fluc- 
tuations in the averages had once more narrowed to in- 
significant fractions. Although previous moderate gains 
are being held, at this writing it appears that the market 
has merely moved up a modest step out of one trading 
rut into another. 

Such a pause, following relatively minor advance, can 
hardly be explained as a needed technical correction. In 
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BY A. T. MILLER 








the lengthening period since the mar- 
ket fell so largely under the influence 
of European events, the broad price 
swings have tended to be remarkably 
concentrated affairs, running nine to twelve sessions 
without significant technical reversal. 

In our opinion the key factor today, as for some 
weeks past, is the extreme caution of potential buyers. 
During more than two months in which investors and 
speculators have been debating the fate of the British 
Empire and awaiting the outbreak of Hitler’s much ad- 
vertised all-out attack, the market has not lost addi- 
tional ground but, in fact, has moderately extended a 
recovery which Dow theorists classify as a secondary 
rally in a bear movement. The conventional upper 
limits of such a rally fall within the range of 126-139, 
Dow-Jones, so that only the minimum requirements 
have yet been met. As long as the European news re- 
mains as indecisive as it is at present, an apparently 
logical—but distinctly speculative—case can be made 
out for additional irregular recovery. 

Even less than usual reliance, however, can be placed 
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on purely mechanistic theories of “bull” and “bear” 
trends under conditions in which the stock market is so 
largely out of normal gear with the basic economic and 
financial factors which—in time of peace—determine 
the price movement. It is nearer the reality, we be- 
lieve, to hold that ever since the recurrent Hitler-made 
crises became the most dynamic influence affecting the 
market’s supply-demand balance—and especially since 
the outbreak of the war—we have been floundering in 
a no-man’s land without sustained trends fitting either 
“bull movement” or “bear movement” terminology. 

By far the greater part of this entire period has been 
given over to long flat spots in which everybody was 
waiting for something to happen in Europe. There is 
no evidence as yet that the market is prepared to shake 
loose from the grip of the European factor; and the 
chances are that the next dynamic price swing—whether 
up or down—will be keyed to happenings abroad rather 
than in the domestic picture. 

One can take some comfort in the thought that, sim- 
ply on a time basis, we are nearing some clarification— 
possibly in major degree—of the next significant phase 
of the war. As of today, both experts and amateurs are 
in wide disagreement in their guesses as to whether 
Hitler will attempt a real blitzkrieg against the British 
Isles, whether he will rely instead on continued warfare 
of attrition on the sea and in the air, whether the next 
major Axis effort to “soften up” the British will be con- 
centrated on Gibraltar and in the Mediterranean. 

Since this war has been one surprise after another, 
it is not hard to understand why the vast majority of 
investors and traders prefer to await the development 
of less foggy weather before venturing out on a limb 
which may or may not be violently shaken again by 
renewed European storm. At least we should know 
considerably more within a very few weeks, if not 
sooner. 

Of one thing we are rather confident: that is, it 
would probably take extremely bad foreign news to 
threaten the lows made by the averages in late May 
and early June; whereas, on the other hand, the existing 
setting—both technically and _ psychologically—would 
permit dynamic exploitation of even moderately good 
news. 

Although the uncertainty surrounding the provisions 
of the excess profits tax bill is undoubtedly a market 
factor, and although a temporary business set-back be- 
tween now and the year-end seems something more than 
a possibility, stock prices are so low in relation to indi- 
cated earnings and yields as to justify a substantial ad- 
vance when, as and if the impetus is provided by the 
shape of things to come in Europe. 

If the longer pull investor has confidence enough to 
believe (1) that the world we know will escape the 
disaster of unchecked Nazi revolution and (2) that the 
financing of our armament program will leave business 
opportunity to earn reasonable profits, then it can be 
said that the market undoubtedly is at a generally at- 
tractive buying level. 

Some of the underlying strong points of the present 
position are strikingly brought out in the special charts 
which accompany this analysis. For one thing, the 
margin position is the smallest since July, 1932; while 
on the other hand it may be said that the amount of 
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funds available as a reservoir for potential purchase of 
securities is the largest on record. Second, the level of 
our market index of 309 issues is less than one-third 
that of 1929 and less than half that of 1937, but average 
corporate earnings are only 25 per cent and 10 per cent, 
respectively, below those of the unusually good years 
1929 and 1937. 

The chart comparing yield on high grade bonds with 
that on common stocks over the last decade shows a 
notable reversal in relationship. The best bonds today 
yield the investor about what common stocks did when 
the speculative mania was at its crest in 1929. On the 
other hand, even before the May break in prices, com- 
mon stocks afforded a return equal to that of good 


bonds in the late ’20’s and at present prices the yield, 
of course, is still higher. 

Aside from a very low short interest, the internal 
evidence—including extremely small volume—supports 
the case for buying stocks and sticking to them. Cer- 
tainly, if there is to be further important deflation of 
stock values, it will have to come from investment 
liquidation alone, for there is little or no speculative 
position to be liquidated. The lows of early June now 
look dependable and capable of standing up for some 
time to come. It is conceivable, though, that British 
reverses could damage prices severely even without the 
general liquidation expected in a “bear” market. 

—Monday, August 5. 
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Facts on Our Armament Program 


Why Not Even the Official Insiders Know the Exact Status 
Or What It Will Be Three Months Hence 


BY &.x%.T. 


A PARADOX of our defense program is that everybody 
is working on it at top speed and reporting excellent 
progress, but no one can say with any definiteness just 
now far along we are and what supplies we will have on 
any particular future date. 

This does not mean that confusion reigns, that the 
administration doesn’t know what it is doing, or that the 
optimistic statements are groundless propaganda. We 
are making progress, no doubt about it, and toward 
rather definite goals, but much of the progress is of the 
fundamental planning type which will show up later in 
speedy production free from the kinks and maladjust- 
ments which marked our world war effort. But so far 
no one in position to know all the facts has had the time 
or inclination to sit down and make an inventory of the 
contracts actually let and the military supplies now being 
manufactured. 

There are many good reasons for this. Things are 
moving so fast that such an inventory would be out of 
date before it was completed. The government keeps 
its books in such a way that a compilation is difficult. 
Even an exact total of appropriations already made is 
a matter of dispute because the items are in several 
different laws and under different headings and part of 
the army and navy funds go for regular “housekeeping” 
expenses as distinguished from the rearmament program 
while some of the defense money is appropriated to non- 
military departments, and even the experts disagree on 
how to.classify the appropriations. Both army and navy 
have a number of services and departments which let 
their own contracts, and some of these clear through the 
National Defense Advisory Commission while others do 
not. This is early in the fiscal year, when army and navy 
buying is always at its peak, and in addition most of the 
new defense funds, whether for the fiscal year 1940 or 
1941, were not appropriated until very late in the last 
fiscal year. Every day sees new and big contracts let and 
others advanced toward actual signing, and in a few 
weeks the officials will be better able to pause and add up 
some totals. 

“What is the dollar value of contracts let to date under 
the defense program, and what types of goods are actually 
on order?” is a question constantly put to army and navy 
officials. ““We don’t know,” is the reply. “It sounds silly, 
but we just don’t know. Every few days we announce a 
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batch of contracts, but to total up all these press releases | 
for the past several months would not give the picture | 


because it would not include work orders given to our 
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own arsenals and navy yards but it would include a lot | 


of material for our regular operating expenses, additions | 
to army posts and navy shore stations, and other things | 


not strictly part of the new defense program. Some day — 
soon we hope to have time to figure it out, but we actually F 


don’t know now.” 


Much of the popular confusion as to the status of our d 
rearmament effort is due to a failure to realize the dis- | 


tinctions between the program, Congressional authoriza- 


tions, actual appropriations, purchasing schedule, con- 4 


tracts awarded, and delivery dates. 
natural, since not one of these elements has been com- 
pletely determined as yet. To discuss them in order: 


The defense program—the general objective—has not f 


been determined. This is not as alarming as might ap- 
pear, because we know we are going to need a lot of 
everything and in the meantime we can start making 
some of every type of military equipment without wait- 
ing for a determination of our total needs. President 
Roosevelt has said we will not send an expeditionary 
force to Europe but we will repell aggression in the West- 
ern Hemisphere and this seems to have popular approval 
so it may be assumed our program is Hemispherical de- 
fense. This involves a two-ocean navy, many more out- 
lying naval bases, but beyond this there is little agree- 
ment as to details of the program. For example, the 
President said a short time ago we should have 50,000 
airplanes, but military men decided this was more of a 
rallying slogan than an actual objective and our present 
program is for around 25,000 army and 10,000 navy 
planes. A few weeks ago the army was figuring on equip- 
ment for about 1,000,000 men, including the National 
Guard and troops at outlying possessions, which would 
permit a mobile fighting force of around 800,000. Now 
some officers want to plan for 4,000,000 men and others 
for 2,000,000, while the President’s message of July 10 
outlined a program for 1,200,000 and reserve equipment 
for another 800,000, and now Congress is discussing a con- 
scription bill which might necessitate further changes in 
the program. Some military experts cite detailed reasons 
why, with a good navy and air force, we do not need such 
large land forces since no invader without prepared bases 
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could land and maintain more than 50,000 troops in this 
hemisphere. So the size of the army is one of the unde- 
termined features of the program, even while the army 
is expanding rapidly. 

Authorizations—specific Congressional approval of 
parts of the general defense program—are included in 
much old and new legislation and take different forms. 
For example, the recent “two-ocean navy” bill authorizes 
the navy to plan for a 70 per cent expansion but does not 
authorize it to let any contracts. Later this summer 
Congress probably will give the navy specific “contract 
authorizations” for around $200,000,000 which will permit 
it to let contracts for this amount; this will be a legal 
obligation on Congress to appropriate the money when 
needed, whereas Congress does not have even a moral 
obligation to go through with the rest of the $4,000,000,- 
000 naval expansion program. Another example is the 
fact that for years the army had the statutory authority 
to maintain a much larger standing army than it had 
appropriations to pay and equip. So the only thing that 
really counts is actual appropriations plus specific con- 
tract authorizations. So far during this session of Con- 
gress these total around $8 billion, with another $5 bil- 
lion bill now pending. This is the source of estimates that 
we have a $12 or $14 billion defense program. 

Actual appropriations for defense for the current fiscal 
year were estimated by the Treasury on July 1 as $5,040,- 
000,000, but this did not include large appropriations 
made available during the latter part of the 1940 fiscal 
year and not yet spent, nor the pending $5 billion bill 
which will be about half appropriations and 
half contract authorizations. Actual 
defense expenditures during 
this fiscal year will be 
about $5,000,000,000, but 
they may be a billion 
more or less than that be- 
cause nobody knows how 
fast contractors will make 
deliveries and call for pay- 


ment, how much may be advanced against future deliv- 
eries under recent legislation, what the President will do 
with the “blank check” emergency funds voted him, and 
many other imponderables. 

The term “purchasing schedule” is used for want of a 
better to describe the things the army and navy know 


they want and when they expect to get them. The 
navy knew what it wanted long before it got the money, 
while the army now has money but doesn’t know how to 
spend it. This is understandable. The navy always 
knew that if ordered to expand by a given percentage it 
would need exactly so many tons of battleships, destroy- 
ers, submarines, etc., and it had blue-prints for most of 
these ready for immediate use, so when Congress gave the 
word it let the contracts. It will take three to five years 
to fill present navy contract authorizations. The army, 
on the other hand, could not know—doesn’t know now— 
just how much and in what way it might have to expand. 































Preparedness activities must flow through many "boftlenecks," clogging of any one of which might irretrievably obstruct the 


whole program. 


Bullard's Mult-Au-Matics in operation. 
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In most instances, painstaking handcraftsmanship is required in these "bottleneck" activities. 

are illustrated herewith. Lower left: Jig borers by Pratt & Whitney turning out high precision machine work. 
Upper right: Assembly of aeronautical instruments in the Sperry Gyproscope plant. 
Center: Grinding a prism to be used in delicate optical instruments 





Some of them 
Lower right: 


(Photo by Triangle.) 
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W. S. Knudsen, head of 
the defense production 
division, is bringing his 
aggressive tactics into 
his new job. Told by 
the experts that armor 
plate could not be 
welded, he quietly took 
two pieces to Detroit 
and brought them back 
welded into one. He 
will hear less of the 
word "can't" in Wash- 
ington in the future. 





It had plans, of course, for all sorts of emergencies—ex- 
peditionary forces and invasions of different types—but 
each was a different military problem calling for different 
equipment. Now the European war has required a com- 
plete revision of many specifications, and some vital plans 
can’t legally be made until pending legislation is enacted. 
For example there has been some criticism because the 
army has let only one contract for 647 tanks, when every- 
body knows we need several thousand of various types, 
but the critics fail to realize that the bulk of the funds for 
tanks are in the $5 billion bill still pending in Congress. 
Contracts are let by a score of army and navy divisions, 
each purchasing for its own requirements. This does not 
mean overlapping and competition, but it does make it 
difficult to determine exactly what is on order these days 
when new contracts are awarded every day. Now the 
confusion is increased by a new term, “contracts cleared.” 
Last week the National Defense Advisory Commission 
announced that in the eight weeks of its existence it had 
cleared approximately $1,650,000,000 in army and navy 
contracts. This means nothing except that the com- 
mission has found that these contracts can be filled by 
the contractors and the commission is planning for the 
needed raw materials, but the list included some con- 
tracts announced weeks ago and others still being nego- 
tiated and which may not be signed for weeks to come, if 
ever. Many of the firms listed for “cleared” contracts are 
hesitant to sign until they know what Congress is going 
to do about permitting them to amortize the cost of build- 
ing new plants to fill the contracts. 


In spite of all these difficulties, both army and navy 


are moving along at a satisfactory pace, and delivery 


dates are being set for times when the material can be 


used to best advantage along with the expected deliveries _ 


of other supplies and increased man-power. The navy’s 


schedule spreads over five years and is relatively easy to” 
coordinate. The army is tentatively figuring—subject to) 
Congressional action—on having equipment for 1,200,000 7 
men by spring of 1941, and reserve supplies of the most” 
essential equipment for another 800,000 some six months 


later. This will not be everything needed for an army 


that size to fight a “total war,” but the proper number — 
of airplanes, tanks, ordnance, signal equipment, powder | 
factories, shell-loading plants, and other battle and service _ 
equipment without commercial counterpart is scheduled | 


to be ready by July, 1942. 
Much contract information is considered military 





secrets, and the announcements frequently give only the | 


dollar value without the number or type of items, and 
sometimes they simply state “secret item.” The navy 
even hesitates to say how many airplanes it has or is 
getting, but enough information on planes has been made 
public to permit the aircraft program to serve as an 
example of the difficulties in getting an accurate picture 
of just where our defense program stands today and what 
material is actually being manufactured and when it will 
be delivered. Even here round numbers have to be used. 
The army has on hand approximately 3,000 serviceable 
planes of all types, the navy, 2,100. The army has under 
actual contract 2,500 additional planes and the navy 
2,100, and deliveries of these are being made now and will 
continue throughout the year. There are actual appro- 
priations and specific contract authorization for 5,566 
additional army and 1,800 navy planes, and these prob- 
ably will be delivered during the next eight to sixteen 
months. But the big plane program is in the pending 
$5 billion appropriation bill, and if this is passed in the 
form now proposed it will permit the army to contract 
for 15,000 and the navy for 4,000 more planes. This 
would give the army 26,000 planes and the navy 10,000, 
and the defense commission is confident that deliveries 
could be made by the summer of 1942. 

A somewhat similar situation exists with relation to 
nearly all important defense items. The program is mov- 
ing along as rapidly as should be expected and is well 
coordinated, but it will be many months before the news- 
reels will show mass deliveries of new fighting equipment. 





Among Contracts Recently Announced as Cleared by the National Defense Advisory Commission: 


Yellow Truck & Coach Manufacturing Co., $8,621,138, motor 
trucks. 

Grumman Aircraft, $694,700, aircraft. 

Phelps Dodge Copper Products Corp., $183,413, wire. 

Graybar Electric Co., Inc., $382,800 wire. 

Westinghouse Electric & Manufacturing Co., $3,518,669, radio 
apparatus. 

International Shoe Co., $1,121,029, service shoes. 

Mine Safety Appliance Co., $546,570, protective equipment 
units. 

Continental Motors Corp., $1,342,681, tank engines, and $1,090,- 
894, aircraft engines. 

Guiberson Diesel Engine Co., $2,915,095, tank engines. 

Allis-Chalmers Manufacturing Co., $684,063, medium tractors. 

Blaw-Knox Co. (Union Steel Casting division), $1,242,000, gun 
mounts. 

Grace Lines, $2,600,000, ship construction. 

Higgins Industries, $856,406, ship. 


Maryland Drydock Co., $523,847, overhaul USS Mottole. 

Following are additional contracts announced by the Navy: 

Timken Roller Bearing Co., steel and tube division, $40,939, steel. 

United Aircraft Corp., Pratt & Whitney division, $11,944, engine 
parts. 

Babcock & Wilcox Co., $16,103, bladed cones. 

United Engineers & Constructions, Inc., Philadelphia, $1,260,000, 
for improvement of power plants at the Philadelphia and Charles- 
ton navy yards and marine barracks, Parris Island. 

Arundel Corp. and Consolidated Engineering Co., $3,272,000, 
aviation facilities at San Juan, P. R., and Charlotte Amalie, V. |. 

Hawaiian Dredging Co., Ltd., the Raymond Concrete Pile Co. 
and the Turner Construction Co., $1,337,500, aviation facilities 
at naval air station, Midway !sland. 

Siems Spokane Co., Johnson, Drake & Piper, Inc., and Puget 
Sound Bridge & Dredging Co., $4,305,000, aviation facilities at 
naval air stations, Kodiak, Alaska, and Unalaska, Alaska. 
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W AY back in December, 1936, when all our troubles 
were little domestic ones and the most pressing problem 
of the moment seemed to be that of controlling an in- 
cipient boomlet that was beginning to look a bit too 
“reflationary,” a considerable to-do arose over the danger 
inherent in the continuing rapid influx of funds from 
abroad, represented for the most part by gold imports. 
Noting the effects of these imports on the nation’s credit 
base and viewing with alarm the predicament in which 
we might some day find ourselves if this flow were sud- 
denly reversed, the President labeled the incoming 
capital “hot money” and the Treasury hastened to 
sterilize further gold imports by purchasing them for its 
inactive account. 

With the debacle of 1937-38, these funds cooled off 
appreciably. At length, all sterilized gold was released 
and the experiment forgotten. By no means forgotten, 
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FOR EVERY AMERICAN DOLLAR NOW 
WITHIN GRASP OF THE BERLIN-ROME 
AXIS THROUGH THEIR CONQUESTS THERE 
ARE TWO WE HOLD AS "FROZEN" 
HOSTAGES. 


Freezing Hot Money 


BY H. M. TREMAINE 


however, was the hot money label for, ever since the 
beginning of Hitler’s march of conquest, foreign-owned 
investments and balances in this country have been 
warming up again. With the outbreak of the war, some 
of these holdings became very hot indeed. Now, with 
the Baltic states, the Low Countries, Denmark, Norway 
and France all having fallen under the military domi- 
nance of aggressor powers, much if not most alien-held 
assets here are practically molten. 

Today’s hot money is not, of course, hot in the same 
sense as that of a few years ago. With member bank 
excess reserves totaling more than $6,500,000,000 and 
no sign of inflation anywhere to be seen, we are not 
worried about what the withdrawal of some of these 
funds might do to our credit system. What we are 
worried about, and with very good reason, is where this 
capital would go and how it would be used if there were 
no restrictions on its withdrawal. 

The Nazis themselves have 
left very little room for con- 
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Reichsbank or the German- 
dominated central bank of the 
country in question. And not only does the bank 
exact a very handsome fee for its services in the 
transaction but also it obtains dollar exchange 
for the amount involved. 

It works something like this: If a Dutch 
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national were permitted to withdraw his funds 
from a New York bank, he would place a draft 











U. S. GOVERNMENT 
GERMANY with his local bank which, in turn, would send 
the draft to New York via the central bank of 
NORWAY @ the Netherlands or the German Reichsbank. 
The dollars involved would then be credited to 
DENMARK @ the account of the Dutch central bank or the 


AUGUST 10, 1940 


511 








Reichsbank and the Dutch citizen would be credited at 
his local bank with the equivalent in guilders or per- 
haps marks. 

Needless to say, this is a purely hypothetical transac- 
tion. It is hypothetical, however, only because our own 
Government has been quick to forestall the financial 
aid to the Nazis that large scale transfers of this sort 
would involve. Thus, the Administration has issued 
orders freezing the American liquid assets of the na- 
tionals and governments of all European conquered 
countries—France, Belgium, the Netherlands, Denmark, 
Luxembourg, Latvia, Lithuania and Estonia. 


Questions of International Law 


This step by the Government admittedly entails some 
knotty problems of international law and these are cur- 
rently being studied. In a world where law between 
nations has come to be honored largely in the breach, 
it would appear at first blush scarcely worthwhile to be 
in the least influenced by its canons. On the other hand, 
the very philosophy of our foreign policy and all that 
we stand for in world affairs is based upon the proposi- 
tion that international law and the principle of right 
versus might must be upheld. The time has not yet 
come when we must altogether abandon that stand, 
though there is no question either but that, should the 
issue be joined, our policy would finally be determined by 
pure national interest. 

The question, raised by some, as to whether Germany 
may not regard our action in the matter of foreign- 
owned assets as a hostile act is, it would appear, irrele- 
vant. If the Reich is looking for hostile acts, she could 
find plenty to suit her purpose in the nature of the 
Neutrality Act, in the Havana conference or in any of 
a score of other measures and events over the past couple 
of years; even if this were not so, the Nazis are expert at 
manufacturing their own provocations in the case of any 
nation on which they have designs. Incidentally, too, 
it is interesting to note that the Germans themselves 
have taken steps toward the freezing of all alien funds in 
France; this, of course, merely parallels the established 
policy of the Reich itself with respect to foreign pay- 
ments in recent years, these being made only when the 


national interest dictates, i.e—chiefly to pay for imports. 

One of the most ticklish problems in the whole affair 
is the question of whether the new governments of the 
conquered countries are to be recognized by us. If they 
are, we shall have the utmost difficulty in reconciling 
continued blocking of their assets with the tenets of 
international law or, for that matter, with any sort of 
consistent logic. The case of France presents a poser. 
Upon his return to this country, Ambassador Bullitt 
expressed the opinion that the Petain government is not 
fascist and has the backing of the French people. Yet it 
is difficult to see how our State Department can take 
any other view than that the present government of 
France is in effect, if not in form, a puppet of Germany. 
There seems to be little doubt but that recognition will 
be withheld at least until the end of the war. 

The reasons behind our action in freezing the assets 
of invaded countries are not far in seeking and can be 
summed up in one word—protection. First, it is desir- 
able to protect our banks against the possibility of future 
suits by foreigners who have been denied access to their 
funds. Second, we wish to protect ourselves with 
respect to our post-war Latin American trade; possession 
by the Nazis of an ample supply of American credit 
would add materially to their bargaining power with 
countries south of the Rio Grande when the present 
conflict is over. Again, protection should be afforded 
American companies having sizable investments abroad 
which are now at the mercy of the Axis powers. In this 
connection, it is comforting to note that foreign-owned 
property now frozen in this country, together with 
German and Italian investments here, total some $2,300,- 
000,000 or more than double the approximate $1,100,000,- 
000 American investments in the homelands and con- 
quered territories of the Rome-Berlin combination. 

As may be seen from the table on page 513, many of 
our leading industrial enterprises are heavily committed 
abroad (entirely apart from the important sales stake 
that many concerns have in European markets), this 
commitment being represented for the most part by 
direct investments in plants, offices and other physical 
property. Also, some of our nationals hold foreign 


securities, mostly foreign dollar bonds, though this total 
is of relatively minor proportions. 





Plant of an International Harvester affiliate at Croix, France—one of many Americen interests threatened by Nazi conquests. 
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While the total of Axis-owned and 
frozen assets here considerably exceeds the 
total of our investment in the realm of the 
dictators, comparative figures with respect 
to each individual country are not always 
favorable. Thus, as is apparent from the 
charts on page 511, our stakes in both 
Norway and Denmark are larger than their 
commitments here. Also, we have sub- 
stantially more invested in both Italy and 
Germany than either of those countries 
have invested with us. 

This situation raises the possibility of 
some real problems later on. Of course, 
should the dictators decide to seize Amer- 
ican properties in all of the areas they 
control, we could retaliate and go them one 
better by appropriating all Axis-owned 
and controlled property here.* However, 
they might well proceed a bit more 
shrewdly—that is, they might proceed by 
individual countries. Thus, should Ger- 
many and Italy undertake the expropria- 
tion of American companies only with 
respect to properties within their own 
borders, we would come out on the short 
end if our retaliation were confined only 
to German and Italian properties here. 
The same would be the case if the puppet 
governments of Norway and Denmark 
were to decide to take over American 
investments. 

This question is one that may never 
have to be met, but it is plain that so long 
as the possibility of its arising exists we 
would do well to deal with Axis-owned 
property and that of the invaded countries 
as a unit. No weight need be given in the 
handling of this problem to the fact that 
many American concerns have already 
written off or provided reserves against 
their investments abroad; such charges 
have been made in recognition of the 
hazards that exist and as some measure 


of protection for stockholders, but in no sense do they 
relieve the Government of the obligation to protect these 
concerns against actual loss so far as this is consistent 


with the national welfare. 





Our Investment Stake Abroad 


Listed below are a selected group of companies with important fixed 
property investments outside this hemisphere and chiefly in Europe or 
European dominated areas of Africa and the Near East. 

AMERICAN METAL: Through its controlling interest in Rhodesian Selection Trust 
and Roan Antelope, company has a multi-million dollar stake in African copper 
mines. 


AMERICAN RADIATOR & S. S.: Has numerous plants in Belgium, England, Germany, 
Italy, France, Spain and Switzerland. 


ARMSTRONG CORK: Investments in and advances to foreign subsidiaries totaled 
$3,884,750 at the close of 1939; most of this represented six Spanish plants. 

COLGATE-PALMOLIVE-PEET: Company has extensive manufacturing facilities in 
Manchester, England, and Hamburg, Germany. 

CORN PRODUCTS RFG.: Principal factories of European affiliates are located in 
England, Germany, Italy, France and Holland. 

EASTMAN KODAK: Out of fourteen domestic and foreign plants operated by this 


company, its subsidiaries and affiliates, six are located in Europe. 


GENERAL ELECTRIC: Wholly owned subsidiary, International General Electric, has 


large interest in 15 leading European manufacturers of electrical goods. 


GENERAL MOTORS: Investments in Adam Opel A.G. of Germany and Vauxhall 
Motors, Ltd., of England were carried in year-end balance sheet at a total of 
$54,607,227. 

GILLETTE SAFETY RAZOR: European plants are located in London, Paris and Berlin. 
At end of 1939 some $2,000,000 of foreign working capital was subject to monetary 
restrictions. 

GOODYEAR TIRE & RUBBER: Manufacturing facilities are operated in England, Eire 
and Sweden. 

INTERNATIONAL BUSINESS MACHINES: Has plants in Germany, France and 
Italy engaged’ mainly in assembly operations and production of cards. 

INTERNATIONAL HARVESTER: Manufacturing plants and twine mills are operated 
in France, Germany and Sweden. 


INTERNATIONAL NICKEL: Although a Canadian organization, close to half of stock 
is American held. Company has sizable properties in England, Scotland and Wales. 


INTERNATIONAL TEL. & TEL.: Manufacturing division has plants in most principal 


European countries. Also other fixed and working capital investments. 
MONSANTO CHEMICAL: Company's British subsidiary has main plant at Ruabon, 
Wales, and a coal distillation plant at Sunderland. 


NATIONAL CASH REGISTER: British and continental European properties, partially 
covered by reserves, carried at gross figure of $8,232,334 at end of 1939. 


QUAKER OATS: Plants for production of cereal food products are operated in 
England, Holland, Denmark and Germany. 


REMINGTON RAND: The company has plants in England and Germany; also working 


capital balances and rental machines in service abroad. 





nent, there is little chance that the totalitarian powers 
could carry home any important volume of goods that 
a free access to their potential financial resources here 
would permit them to purchase. On the other hand, the 


All or any of the foregoing considerations would be 
reason enough for our taking the action we have. How- 
ever, the chief motivation of the Administration has 
without doubt been its desire to protect America by 
helping Britain in her battle for democracy and for her 
very existence. Actually, it is extremely doubtful if the 
Nazi-Fascist powers could put controlled funds here to 
any real use in their war against England. With the 
British navy now blockading the entire European conti- 





* The figures represented in the charts are not all-inclusive. Our 
stake abroad, if portfolio holdings are included, is larger than indicated. 
Similarly, the stake of invaded nations here exceeds the sums which 
have been frozen (France and her nationals, for example, probably 
have about $1,250,000,000 of property here of which only $600,000,000 
is currently frozen). However, an all-inclusive tabulation would un- 
doubtedly show an even greater margin in our favor than that indi- 
cated in the chart. 
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freezing of these funds is of value as a sort of second 
blockade backing up the first, a financial blockade re- 
enforcing that of Britain’s navy. 

This financial blockade is not, however, entirely leak- 
proof. Much of the French capital that has been coming 
here in recent years, including private funds that were 
still too frightened to return even after the ousting of 
the Blum regime, was carefully concealed and our own 
Government has not been able to trace all of it. Some 
which came here by way of, say, Switzerland, is destined 
to find its way back again and into the hands of the 
Axis powers. 

There is, however, an even bigger loophole through 
which the Germans may be able to obtain funds from 
this country if we do not do something about it. The 
Reich has just concluded (Please turn to page 551) 
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Europe’s Famine 


and the American Farmer 


BY FRANK K. WALTERS 


“Worst Famine Since Mippie Aces PREDICTED FOR 
Europe” 


“Winter oF Huncer Faces Evropr” 
“FAMINE THREATENED IN A WorLp GLUTTED WITH Foops” 


“U.S. Cautionep Acarinst Heepinc Puppets’ PLEAS FOR 
Foop Arp” 


“U.S. Speeps Ar or $50,000,000 ro War Victims” 


“Wueat Prices Hit New Lows Since Last SEPTEMBER” 


(a prospect envisaged by these headlines must evoke 
the human sympathies of all who read them—recalling to 
mind the vital role played by the United States in the 
First World War in alleviating the suffering and starva- 
tion in Belgium. Many people reason that with huge 
surplus stocks of food in the United States, for which 
the only manner of relief yet devised has been costly 
farm subsidies and farm bounties, we can well afford 
again to play the part of international samaritan. Others 
less charitably inclined toward a war stricken Europe, 
reason for example that the United States has wheat, 
Europe needs wheat, let’s sell Europe our wheat—even 
if we have to grant credits. Admirable in spirit on the 
one hand, and an apparently practical business sugges- 
tion on the other, both ideas overlook the many obstacles 
which stand in the way of their execution. 

The British blockade is still functioning. Our ships 
are barred from the war zones. Germany is unwilling 
that relief measures be administered by an American 
commission within the borders of invaded countries. 
Great Britain takes the attitude that the threat of famine 
is most severe in the countries which Germany has in- 
vaded and it is therefore the responsibility of Germany 
to see that the populace is fed. Great Britain is fighting 
a desperate war and can hardly be expected to relent in 
any effort to weaken Germany economically. 

All current reports of an impending famine in Europe 
must of necessity be based on a large element of assump- 
tion. Our own Department of Agriculture normally bases 
its estimates of the foreign crop outlook upon reports 
and data assembled by commercial attaches, consuls, 
etc. But in the present setting it would be too much to 
expect that such reports can be any more than good 
guesses. The widespread dislocations which have taken 
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place in large sections of the populace, the severe strain 
which has been placed on railroad facilities by armament 
movements, and a hundred and one other factors not 
ordinarily related to crop prospects must have consider- 
ably upset normal calculations. 

Even conceding the difficulty of accurately evaluating 
a multitude of war factors, the extent to which actual 
knowledge and facts are available is sufficient to give a 
very dark hue to the European food picture. 

Since last winter some thirty million men have been 
under arms in Europe. An equal number are probably 
engaged in war industries and other non-productive 
occupations. This has meant a serious depletion in farm 
labor. Farm horses have been conscripted by armies, 
and mechanized farm equipment is idle for want of gaso- 
line and oil. Supplies of fertilizers are probably sub- 
normal. After one of the most severe European winters 
in history, crop plantings were damaged seriously, floods 
were general throughout Europe, while the extent of 
damage wrought in France, Holland and Belgium by the 
German blitzkrieg is still largely unknown. 

Such a state of affairs in the agricultural economy of 
Continental Europe, which even under normal condi- 
tions must depend upon imports for 10 to 20 per cent 
of its foodstuffs and feed concentrates, obviously adds up 
to an approaching winter of greatly reduced supplies of 
foodstuffs and meats. Even fish in some sections of 
Europe are now on the luxury list. And there is scant 
likelihood, unless Great Britain is decisively defeated in 
the next few months and the blockade ended, that Europe 
can expect any effective relief. 

Food experts in Great Britain are predicting freely 
that literally millions of people in the European areas 
overrun by Nazi armies face actual starvation this winter. 
These same experts are warning the people of the United 
States not to be misled by reports of starving women and 
children, originating in Nazi propaganda headquarters. 
Propaganda, or not, the threat of starvation is substan- 
tially confirmed by a recent report of the Polish Relief 
Commission, of which Herbert Hoover is a director. The 
latter report also agrees with London reports that Ger- 
many is not willing, or in fact able, to do anything to 
relieve the situation materially. 

So extensive has been the German military occupation 
that the problem of feeding even the German populace 
is daily becoming more difficult. None of the invaded or 
isolated countries, with the exception of Poland, former 
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Czecho-Slovakia and Denmark, is self- 
sufficient in foodstuffs. Even under nor- 
mal conditions deficiency in food pro- 
duction ranges from 53 per cent for 
Switzerland to 9 per cent for Sweden. 
Pre-war Germany was less than 85 per 
cent self-sufficient. 

Deficient by 15 per cent to 20 per cent 
in foodstuff production before the war, 
Germany will be hard pressed this win- 
ter to feed her own nationals. Belts will 
be tightened to the last notch and, even 
if actual famine is avoided in Germany, 
hunger will be widespread as food stocks 
are more severely rationed and diverted 
to armed forces and war workers. Both 
Germany and Italy are believed to have 
reserve supplies of wheat and other food- 
stuffs, but the extent of these supplies is 
a military secret. 

For some months now, reports from 
the four Danubian basin countries— 
Rumania, Yugoslavia, Hungary and Bul- 
garia, which comprise “Europe’s bread 
basket”—have indicated severe damage 
to the current wheat crop. The latest 
available figures indicate an outturn of 287,360,000 
bushels this year, a decline of about 167,000,000 bushels 
below last year. On this basis the crop will barely suffice 
to meet domestic requirements of these countries. The 
recent Russian occupation of Bessarabia will divert 
about 20 per cent of the Rumanian wheat and corn crop 
to Russia. Whether any share of these crops will be 
made available to Germany is difficult to foresee, as it is 
believed that Russia’s requirements are too large to leave 
much of an exportable balance. In Italy the wheat crop 
is only fair, the latest official figures indicating a yield of 
about 28,000,000 bushels less than the average for the 
past three years. Annual requirements in Italy average 
about 295,000,000 bushels, indicating a deficit of 15,000,- 
000 to 25,000,000 bushels, depending on the size of 
reserves. 

Countries which will be hardest hit by restricted wheat 
supplies will probably be Norway, Denmark, Holland 
and Belgium. Crops in France and Sweden will be sub- 
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With huge food shortages in Europe, does the 
American farmer—his bins bulging with grain, herds 
of sheep and cattle largest in more than a decade, 
an adequate hog population and supplies of lard, 
butter and other fats far in excess of domestic 
consumption—view the prospect with elation? He 
does not. Are farm prices and farm land values 
rising steeply as they did in first World War? They 
are not. The farmer this year, as in previous years, 
finds little consolation in the export prospect, and 
looks to Washington for subsidies and crop loans. 


Europe is starving for food; the American farmer 
is starving for cash. 
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Russians harvesting their wheat, which it is estimated will be hardly more than 


sufficient for their own needs. 


stantially sub-normal, although Sweden is credited with 
having ample reserves of all major food products. Fin- 
land will probably be another sufferer. 

Wheat is by no means the only food deficiency in 
Europe today. Including 100,000,000 bushels of barley 
and oats and 250,000,000 bushels of wheat, Europe nor- 
mally absorbs about half of the feed grains available in 
international export markets. The blockade will cut off 
these supplies. Germany and the rest of Europe except 
Italy and Spain with supplies of olive oil, are reported 
in dire need of fats and vegetable oils. 

Preventing European needs from being translated into 
effective demand are the British blockade, our own 
Neutrality Act and exchange restrictions. And more- 
over, the United States is by no means the only nation 
with a large excess of foodstuffs. There are large sur- 
pluses in Argentina, Canada, Australia and Brazil. Cana- 
dian wheat and pork products, as well as Australian wheat 
will first be made available to Great Britain, but indicated 
supplies in all of these countries are more than adequate 
to meet Britain’s needs. Available also in greatly re- 
stricted world markets will be large supplies of Argentine 
corn and beef. 

All these countries as well as the United States are 
employing various subsidies for the purpose of competing 
in such world markets as are available to them. In the 
United States, for example, although wheat prices at 
present are lower than at any time since last September 
they are higher than world wheat prices, the domestic 
product being supported by the wheat crop loan pro- 
gram. 

During the past eight years nearly $10,000,000,000 has 
been paid to farmers in the form of crop loans, benefit 
payments and various other grants. In eight years 
farmers’ gross cash income has been increased about 
$3,700,000,000 to $9,290,000,000 in 1939. For the 1941 
fiscal period it has been estimated that disbursements 
by the Government to (Please turn to page 550) 
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What War Means 


to Westinghouse 
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Already 
Defense Through Normal 
Production—Slated for More 
Direct Part In Re-Arming As 
Effort Continues. 
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Co. has for many years made its greatest con- 
tributions to capital goods industries and, natur- 
ally, has been the busiest when the workings of 
the long term economic cycle increase the activ- ~50 
ities of heavy industry. War, or even prepara- 
tions to resist war, makes heavy demands upon 
the capital goods industries and accordingly, 
these industries make heavy demands on such 
companies as Westinghouse Electric to furnish 
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them with the equipment to meet their require- 
ments. 

To operate the machinery needed to produce muni- 
tions and other war materials power is needed and elec- 
tricity is now the generally accepted medium of securing 
such power. Westinghouse Electric has long been in the 
business of manufacturing electrical generators of all 
sizes and in fact is credited with developing alternating 
current electrical generators which have made the use of 
electricity for power the flexible medium that it is today. 
To convert electrical energy into useful power, electric 
motors are needed. Westinghouse’s line of electrical 
motors is perhaps broader than its very comprehensive 
list of generators, ranging in size from hundreds of horse- 
power to the smallest devices in practical use. 

In order to apply the power of the generators to the 
motors and other ultimate current consuming devices, 
transformers, switchboard equipment, line accessories and 
a host of similar devices are required. Westinghouse 
makes these too as well as safety devices to protect men 
and machinery and a lot of other equipment designed for 
similar purposes but far too numerous to detail here. 

Another, and equally important, branch of the com- 
pany’s business is the manufacture of turbines to furnish 
the initial power to the generators, to move ships and to 
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supply energy for many other operations. The U. 5. 
Navy and the mercantile marine are both equally good 
customers for Westinghouse turbines which are consid- 
ered to be at least equal to any similar device manufac- 
tured anywhere in the world. 

While the foregoing items are probably the most im- 
portant from the standpoint of actual preparedness, 
Westinghouse is also a leader in the radio field and in 
pure research activities which should render excellent 
service and assistance in times of war. Infra-red com- 
munication systems, ultra high frequency currents for 
the synthesis of new clements and materials, therapeutic 
devices for the maintenance of health and the curing 
of sickness and infections, air-conditioning apparatus for 
forts, battleships and general defense against poisonous 
gases all come within the scope of this versatile electrical 
equipment manufacturer. 

Comparison of Westinghouse’s activities of the last 
war with the present situation would be misleading and 
of no value. At that time the electrical equipment in- 
dustry was approximately one-fifth of its present size and 
war-engendered demand made for phenomenal growth. 
This time the effects of war business will not be nearly as 
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noticeable for the industry has built up considerable pro- 
duction capacity that has not been fully utilized since 
1929. Natural economic developments—perhaps to be 
stimulated by rearmament—will furnish Westinghouse 
and other similar manufacturers with their best business 
during the next several years. This is particularly true 
in the case of the public utilities which normally purchase 
about 25 per cent of all of the materials manufactured by 
the electrical equipment makers. 

During the ten years prior to 1931 the utility industry 
expended an average of $738 million yearly for increased 
and improved facilities. During the next nine years ex- 
penditures for the same purposes averaged but $342 
million yearly although during the later period domestic 
consumption has risen about 80 per cent, municipal sales 
slightly less than that amount and industrial sales, despite 
the fact that general business is not as yet at peak capac- 
ity, are nearly 30 per cent higher than they were in 1929. 
The utilities’ production capacity, on the other hand, is 
only about 23 per cent higher than it was at the peak of 
the utility expansion program in 1930 and strongly in- 
creased localized demand for power would find the util- 
ities hard pressed to supply it. The growth of demand 
for electric power has by no means reached a peak and 
demand for generating and other power equipment will 
continue. The present near-crisis will go far toward mak- 
ing the utilities try to cover up the results of nine years 
of little but maintenance buying and, as usual, Westing- 
house Electric will get its full share of the business. 

Our rearmament plans call for an eventual 100 per cent 
expansion of our naval power which will include a first 
line navy for both our Atlantic and Pacific coasts. Buy- 
ing of material for this projected fleet will extend over a 
period of years but even now its 
effects are being felt by the 
electrical equipment manufac- 
turers for each craft not only 
requires propulsion power and 
lights but also uses numerous 
high cost control devices, electric 
motors of all sizes in vast quan- 
tities and elaborate signalling de- 
vices as well. Dock-yards and 
shipbuilding ways—of which 
there are as yet too few—use 
electric hoists, power plants of 
large size, transformers of vary- 
ing capacities, flood lights and 
many portable electric tools. 
Westinghouse is one of the two 
national leaders in the manufac- 
turing of all of these articles and 
in addition is able to supply a 
large part of the navy’s steam 
generating equipment and tur- 
bines. The merchant marine uses 
somewhat smaller amounts of 5” 
electrical devices and smaller 
power plants but what it lacks in 
items per ship it makes up in 
number of bottoms to be con- 
structed. Almost at a standstill 
for twenty years, shipbuilding 
has revived on a scale so great 
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OPERATING 


that one of the most prominent yards recently reported 
that it would take more than eleven years to fill its 
current orders. 

Railroad equipment builders, machine tool manufac- 
turers, textile makers, chemical plants, copper fabrica- 
tors and the steel industry are all expanding their manu- 
facturing facilities with the aid of the products of West- 
inghouse Electric and other manufacturers of electric 
equipment. The steel industry alone, with its increasing 
demand for larger continuous rolling machinery, is ample 
to supply the motor builders with comfortable business 
for a year to come. Of course, the automobile makers 
and the agricultural machinery builders are also strong 
potential customers for motor equipment in the process 
of changing over some of their production facilities to 
the manufacture of munitions and armament. 


Order Backlog at Peak 


Last year Westinghouse Electric billed $175,071,363 of 
merchandise. While the billings of 1929 ($216,364,588) 
and of 1937 ($206,348,307) were substantially higher than 
those of last year, they were, nevertheless, better than 
10 per cent above those of 1938 and the second best year 
of the recovery. And, incidentally, Westinghouse sales 
were the second best of the entire equipment industry 
being exceeded only by the much larger General Elec- 
tric Co. 

While the gross profit margin of 11.9 per cent was 
sharply lower than that of General Electric (15.3) the 
difference is accounted for by the type of work done by 
Westinghouse which is mostly on a competitive basis and 
calls for substantial outlays of money. The same ratio 
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Westinghouse Photo 


Power for steel mills—assembling a commutator for a 5,000 h.p. steel mill 


motor in Westinghouse East Pittsburgh Works. 


was carried down to net income, indicating that Westing- 
house is just as strongly intrenched from an efficiency and 
financial angle as its large competitor. This year the 
margin of operating profit may even be somewhat lower 
but it is likely that billings may well be 20 per cent 
higher than a year ago which would bring the amount 
within striking distance of the all-time high record of 
the year 1929. 

First half 1940 billings were $115,488,876, as compared 
with $87,716,903 in the same period of 1939. Unfilled 
order backlog amounting to more than $86,386,000 at the 
mid-year as compared with about $82,638,000 at the close 
of the first quarter, it would appear as if the plants oper- 
ated at capacity during the second quarter. This was 
the largest backlog for any year if munitions orders are 
excepted. 

Inasmuch as the company itself has said that there is 
no way to determine how the 1939 business was affected 
by the war it is difficult to visualize the effects of possible 
loss of foreign business. The management contends that 
the best part of last year’s business was for domestic 
accounts and, indeed, news‘releases of last year fail to 
disclose any sizeable business for foreign account and 
what there was reported was in good part for Russia 
and many neutral nations. 

It is quite probable that Westinghouse will receive 
but little business from Great Britain but, due to the 
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dislocations of war, orders from other 
nations, particularly those in South Amer- 
ica, may eventually be received in sub- 
stantial quantities. At any event, for- 
eign business is not likely to have any 
near term harmful effect upon West- 
inghouse Electric although a sudden cessa- 
tion of hostilities might have some tem- 
porary adverse influence. At the close of 
1939 Westinghouse’s foreign investments 
had a depreciated value of $12,263,687 and 
produced net income of $1,498,796 during 
the year. While the sum invested may be 
large, it covers a number of situations 
located in Canada, Japan, South America, 
India and Cuba, remote from the theatre of 
the war. Investments in the actively bellig- 
erent territories are said to be but a small 
part of the total amount involved. 

The balance sheet of December 31, 1939, 
disclosed the usual strong financial position 
of the company. Of the $118,546,088 total 
current assets reported, $39,811,263 was cash 
and there were in addition $1,475,137 of 
government and other marketable securi- 
ties. Inventories of $51,087,368 were mod- 
erately higher than a year before but repre- 
sented in great part materials purchased for 
work already in hand. The current asset 
ratio was 7.3 to 1 and cash items alone were 
2.5 times greater than the total quick debt. 
The company has neither bank loans nor 
funded debt. The only capital obliga- 
tions are 79,974 shares of $50 par value, 
7 per cent dividend preferred stock and 
2,592,155 shares of $50 par value common 
stock. 

Net income for 1939 reached $13,854,365 as compared 
with $9,052,773 a year earlier. This was not by any 
means the best showing of the past ten years but it was 
satisfactory and marked the sixth year of profitable op- 
erations since the recovery period began. This year’s 
results promise to be substantially better than those of 
a year ago if reports for the first 6 months of 1940 are 
any basis upon which to judge. For the initial half year 
period Westinghouse Electric earned $9,837,010 or the 
equivalent of $3.68 a common share as compared with 
$2.37 a share in the same period of 1939. If the same 
rate of gain is carried through to the year end, earnings 
of at least $8 a share can be expected. However, if the 
quarter to quarter gain is also continued, earnings of 
substantially more than $8 a share are a distinct possi- 
bility. Since profit margins tend to increase somewhat 
as plant operations approach peak capacity the chances 
for setting up a new earnings record for the post depres- 
sion period are good. 

There is but one really adverse factor in connection 
with earnings and that is new taxes. Profit margins have 
never been excessive, because of the sharply competitive 
nature of the equipment business and because the man- 
agement of late years has been willing to hold profits 
down to a more than reasonable figure to keep plants 
operating. Therefore, any reasonable restriction of 
profits on government work (Please turn to page 549) 
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Mid-Year Security Appraisal 


and Foreeast 


Part Il — Foods, Sugar, Tobacco, Mo- 


tion Pictures, Chemicals, Liquors, Steel, 


Motors, Motor Accessories and Tires 





; sharp decline and equally 
sharp recovery which took 
place in general business during 
the first half of 1940 have re- p 
sulted in a net loss of ground 
as compared with the position 
at the beginning of the year; 
yet industrial activity is now 
well above what has come to 
be accepted as an average level. 
Furthermore, the trend is now 
favorable and Government or- 
ders in connection with the de- 
fense program should be an 
immediate psychological as 
well as an eventual practical 
sustaining influence. 


A— Active, further progress indi- 
cated, 


B—Active, further progress may 


C—Depressed, prospect for re- 
covery favorable. ’ be slow. 

D—Depressed, no nearby im- 4—Earnings outlook  unfavor- 
provement indicated. able. 


Two fundamental factors, the industry and the com- 
any itself, are used to form our ratings. 
etters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


INDUSTRY COMPANY 


pected. 


The 


1—Good earning power; 
stantial gains indicated. 


2—Improvement in earnings ex- 


3—Gain in earning power may 


high rate of business activity 
during the next few months. 
Part II of our Mid-Year Se- 
curity Appraisal covering the 
industries listed at the top 
of this page is here presented. 
Part III, in the issue of Aug- 
ust 24, will cover Metals, Oils, 
Building, Merchandising and 
miscellaneous companies. 
sub- The tables are accompanied 
by our investment ratings, ex- 
plained above. Issues with un- 
broken dividend records for ten 
years or more are marked with 
an asterisk. Issues recom- 
mended for safe income are 





Opposed to a sharp climb 
from these levels is the difficulty of 
getting into production on many of 
the armament orders, and the faint 
indications that business may have 
over-estimated the need to hurry 
buying in the last month or two in 
order to insure against a swamping 


of production facilities. Another 
factor causing some doubts is the 
possibility of an early end to the 
European war, before the U. S. pro- 
gram has taken complete hold. On 
balance, however, the situation and 
the outlook are both favorable to a 


noted with a star. Issues fa- 
vored for cyclical appreciation 
potentialities are marked with a 
dagger symbol, but, of course, tim- 
ing of any purchases should accord 
with advices given in our general 
market article, in the forepart of 
each issue. 





Mixed Earnings Outlook for Foods 


| the beginning of this 
year was not propitious for the food 
industry in general due to adverse 
weather conditions and_ hesitation 
on the part of the consumer to pur- 
chase any but staple articles, recent 
developments have been more fa- 
vorable and since the spring of the 
vear food sales have been showing 
the effects of rising consumer pur- 
chasing power. This: betterment is 
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Meat Packers in Favored Position 


far from general in the industry but 
up to date it is estimated that ton- 
nage sales of all products are about 
10% ahead of those of a year ago 
end the trend continues upward. 
Prices for raw materials have fluc- 
tuated sharply during the past 
twelve months, rising to a peak dur- 
ing last September and October 
when the producer and consumer 
alike were preparing for a repetition 


of a course of commodity prices 
similar to that of the last war. Since 
the peak, wholesale prices have de- 
clined almost as sharply although 
some raw materials are still priced 
moderately above comparative levels 
of a year ago. 

The food industry, in common 
with almost all others catering to 
consumer goods buyers, will feel the 
publie’s disapproval of higher prices 
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Position of Leading Food Stocks 





Earned Per Share 








First Half Divi- Market 
Company 1939 1940E 1939 dends_ Rating COMMENT 
Armour (Ill.) (O).. d$0.04 NF NF wea B-2 _ Rising meat prices favor inventory profits. 
Beatrice Cream. (F). 3.90 (E)1.25 0.83 $0.50 B-2 Egg and butter situation will improve earnings. _ 





*Beech NutPacking 5.65 3.34 2.50 2.50 


B-2 Stable candy earnings and better consumer buy- 
ing power favor pany 








| ae 1.81 (E)0.95 0.79 0.90 


B-2 Tonnage sales rising while costs remain stable. 





Calif. Pack'ng (F).. 3.26 NF NF 0.50 


B-3 Large demand and small inventories will assist 








*kCont'l Bak. "A". 3.32 d0.96 0.75 


B-2 Second half cake sales promise higher earnings. 





Corn Prod. Refg... 3.32 1.40 1.32 2.25 


B-3 Foreign sale losses should be offset by rising 








*kCream of Wheat. 1.80 0.76 0.83 1.09 


B-3 Sales are rising and last year's non-recurring 
charges will be offset. 





Cudahy Pack(O)... 0.60 NF NF 


B-2 Greater sales, lower costs and less non-recurring 
charges improve prospects. 





*Gen'I Baking..... 0.51 0.40 0.27 0.30 


B-2 Consumer buying power is rising and favors 
higher luxury sales. 





**Gen'l Foods.... 2.75 1.34 1.44 1.50 


B-2 Incveasing sales more than offset slightly higher 
costs. 





*xGen'l Mills (M).(E)7.00 NF NF 


2.371% 


B-2 Staple sales rising while stock feed tonnage re- 
mains steady. 





*Hecker Prod. (J). .(E)0.80 (E) .40 0.54 0.30 


B-2 Second half earnings should improve on better 
sales. 








*Hershey Chocolate 7.24 2.83 3.23 2.25 B-2 Larger sales and only slightly higher costs indicate 
continued profits. 
Inter'l Salt........ 1.93 NF NF 0.75 B-2 _ Heavy industrial d d favors better earnings. 








Libbey McN. & 
Libbey (F)...... (F}1.04 NF NF 


B-3 Good earnings trend of last year will continue. 





*Loose Wiles..... 1.69 0.66 0.54 0.75 





B-3 Moderately better should result from 
increased tonnage sales. 





*Mead Johnson... 10.27 (E)5.25 5.12 3.00 


B-3 _ Larger sales and fewer special charges are helpful. 




















*Morrel, John(O). 5.53 NF NF 1.50 B-2 Good products, moderate costs and large stocks 

~ = - promise continued profits. 

*Nat'l Biscuit... .. 1.68 0.69 0.79 1.20 B-3 Tonnage sales will continue to rise but profits 
will be moderate. 

*Nat'l Dairy... ... 1.97 (E)1.00 1.01 0.40 B-2 Still rising tonnage at better prices indicate mod- 

i erately better profits. 

*kPenick & Ford.. 3.95 1.27 1.54 1.50 B-3 Larger sales. will offset slightly lower profit mar- 
gins. 

*kPet Milk....... 2.56 NF NF 0.50 B-2 War conditions favor i , sales and profits. 








**Pillsbury Fl. (M).(E)3.00 NF NF 0.80 


B-2 Domestic business will be stable but export sales 
are promising. 





*Puity Bakeries... 2.14 (E)1.10 1.01 0.50 


B-2 With raw materials purchased at low prices profit 
margins should rise. 





Quaker Oats...... 5.82 NF NF 2.50 


B-3 Heavy increases in domestic and export business 


only offset by foreign 








Srider Pack. (M)... 2.37 NF NF 3 


B-2 Profits at top levels should ti 














B-3 New lines and I should improve b 





*Standard Brands... _ 0.51 0.34 0.25 0.40 





Stokeley Bros. (M).(E)1.00 NF NF 


B-2 Demand for canned goods here and abroad im- 
prove sales and profits. 














Swik(O)......... 1.63 NF NF 0.90 B-2 Low cost inventories and good demand indicate 
higher - profits. 

*United Biscuit.... 2.22 (E)1.05 0.95 0.50 B-3 Sales are ding while costs are under control. 

Ward Baking “A"'.. d19.12 (E)0.50 0.36 B-3 Better cake sales should offset lower bread prices. 





Wilson (O)....... 0.63 NF NF 


B-2 With all branches showing better results earnings 
should be higher. 








(F)—Fiscal period ends Feb. 28 of following year. 
pr veest period ends June 30 of following year. (O)—Fiscal year ends Oct. 31 of following year. 


(M)—Fiscal period ends May 31 of following tert: 


d—Deficit. *—uninter- 





stimate. NF—Due to nature of b no 
rupted dividends for 10 year period. *—R 


figures are available. 








until consumer income also increases. 
The increase in consumer income up 
until now has been sufficient to war- 
rant some increase in the quantity of 
foodstuffs consumed but it is not as 
yet high enough to warrant the gen- 
eral acceptance of higher selling 
prices. Accordingly, many of the 
producers of consumer goods will be 
forced to absorb at least a good part 
of the higher material and processing 
costs with a consequent reduction in 


profit margins which will be offset 
in some measure by rising tonnage 
sales. Over the longer term, with 
improved employment conditions 
and therefore higher consumer buy- 
ing power practically assured by re- 
armament work, consumer objec- 
tions to higher prices should be over- 
come with the result that manufac- 
turers’ profit margins should im- 
prove. 

The fruit and vegetable packers 


will benefit from the fact that inven- 
tories were low at the close of last 
year and much of the pack was 
bought up for military and export 
purposes. This year’s pack should 
be good and consumption high with 
the result that the outlook for such 
food processors is the best that it 
has been for some years. 

The bakers are up against the 
prospects of higher costs for their 
bread materials, consumer resistance 
to any sharp increase in the selling 
price of bread and, of more impor- 
tance, heavy competition from local 
bakeries. The outlook is not all 
bleak for while consumers may ob- 
ject to higher bread prices they have 
uo objection to higher cake and 
other fancy baked goods prices from 
which large profit margins accrue. 
Better consumer income is quickly 
reflected in sales of luxury baked 
goods and it is this factor that will 
save baking company earnings from 
declining this year. The cracker 
bakers are up against the same prob- 
lems as the other bakers and the 
public’s ability to purchase more of 
the higher priced products will offset 
the lower profits on the more staple 
lmes of unsweetened crackers. 

The meat packers have excellent 
prospects for good profits this year. 
This is based mostly on the fact 
that livestock prices have been low 
for the past twelve months with the 
result that the fall crop of pigs is 
likely to be small and in consc- 
quence, later prices should be higher. 
Heavy offerings of pigs this spring 
has depleted the hog population 
and the increasingly unfavorable 
corn-hog ratio will prevent heavy 
farm feeding during this summer. 
Cellar stocks of the packers are high 
and have cost relatively little. At 
inventory time, usually October, hog 
prices will probably be high with 
the result that inventories will take 
on considerable increased value. 

Exports of meat are likely to con- 
tinue at low levels despite the fact 
that Europe and England will be 
in need of considerable supplies but 
domestic consumption will continue 
to increase in keeping with rising 
consumer buying power. Firms spe- 
cializing in prepared meats sold 
mostly as luxuries, will experience 
further gains in sales and since most 
of them already have ample inven- 
tories at low prices, profit margins 
should move upward. 
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Sugar 


T ure is little probability that 
sugar, despite its position as a war 
commodity, will repeat its perform- 
ance of a generation ago when the 
refined product went to fantastically 
high levels. As it is now, the world’s 
production of sugar far exceeds the 
world’s consumption ability and any 
threat of higher prices will be met 
with an abandonment of quotas sim- 
ilar to the action of last year when 
such a development was threatened. 
Somewhat better world prices for 
sugar is the only favorable possibil- 
ity for most of the foreign sugar 
producers for the United States mar- 
kets, the largest of the world con- 
sumers, is amply supplied from 
American sources and our island 
possessions. With no change in 
prices likely and quotas somewhat 
reduced from those of a year ago, 
there is little probability of any bet- 
terment in earnings over a year ago. 


Tobaceo 


Moverarery higher sales: of cigar- 
eltes and the elimination of the last 
of the high cost tobaccos of 1936 in- 
dicate somewhat better profit mar- 
gins for the tobacco manufacturers 
as a whole for this year. Cigarette 
consumption which has _ again 
achieved new high levels will con- 
tinue to gain but the improvement 
will probably be at a slower pace 
than during the earlier years of the 
decade. Increased taxes and better 
consumer buying power are mini- 
mizing the threat of the “ten-cent” 
cigarette with the result that sales 
of the “popular” brands will make 
the better showing. The increase of 
Y% cent a package of 20 cigarettes 
in excise tax has been passed on to 
the dealer by two large manufac- 
turers and the rest will probably fol- 
low soon. Snuff and smoking to- 
bacco sales will also gain moderately 
due in great part to better consumer 
income in the South. 


Motion Pictures 


W HILE better domestic theatre at- 
tendance will partially offset the ef- 
fects of the loss of foreign business 
the motion picture producers are 
not likely to make any impressive 


AUGUST 10, 1940 





Position of Leading Sugar Stocks 







































































Earned Per Share Divi- Market 
Company 1939 1940 dend Rating COMMENT 7 
(M) (M) Outlook ti to be satisf y although 
Amer. Crystal Sugar... $0.19 $1.85 $0.25 C-2 _ early dividends are not indicated 
Amer. Sugar Refg.. . do.84 =e ___¢-3 Sales to date show better p of it margins. 
Cent'l Aguirre Assoc. (J)1.51 NF 1.121%, C-2 Overhead reductions should offset lower profit 
__ margins. 
Cuban-Amer. Sugar. . (S)0.21 NF uses €=3 Reduced quotas will offset American sales. 
Fajardo Sugar. .......(M)3.31 (M)2.40 1.00 C-2 Production is rising and s sales continue favorable. 
Francisco jan. aoe —~Ge)o. 15 NF Es Better foreign prices will “partially offset slightly 
Steer ___ lower American ents. 
Gt. Western Sugar... (F)1.47 0 (F)1.67, 1.50 = C-2_~— Earnings will continue at close to last year's levels. 
Guantanamo Sugar. . ~ (S)0.01 NF ee C-3 Profit margins on world sugar ~ wider but no 
____great rise in earnings is indicated. 
Holly Sugar......... (M)1.05 (M)2.50 C-3 Some decline in earnings likely after last year’s 
— ___ excellent showing. 
Nat'l Sugar Refg..... d0.76 NF 3 Earnings teres with a year ago will be 
*So. Porto Rico Sugar. ($)2.11 NF 1.10 C-2 Should benefit t by better world sugar prices. 














(J)—Fiscal year ended July 31. (S)—Fiscal cesta ental Sent 30. (Je)— 


M)—Year ended March 31. 
-Deficit. NF—No figures. *—Uninterrupted divi- 


Year ended June 30. (F)—Year ended Feb. 28. d 
dend for 10-year period. 





Position of Leading Tobacco Stocks 





Earned Per Share 




















First Half Divi- Market 
__ Company 1939 1940 1939 dend Rating __ ___ COMMENT pee 
** Amer. Snuff. . gS: -03 NF NF $2.53 B-3 Lower costs and higher sales will imorove earnings. 
*Amer. Tobacco “B”. 5.12 NF NF 2.50 B-2 Continued increase in Lucky Strike sales and 
_ a eee. lower tobacco prices a re favorable. 
A ton-Fisher “A”... 11.78 NF NF B-3 No increase in cigarette sales probable but better 
ales shies ____ profit margins are indicated. 
Bayuk Cigar........ 4.33 $2.36 1.75 0.50 B-2 Increased mechanization and rising sales will 
ae Pee a 2 __benefit profits. — 
*General Cigar...... 1.12 C.£4 0.31 0.50 B-3 New “White Owl” and aggressive promotion 
Pies iad ae ea os ae — ___ promise better sales volume. S| 
**G. W. Helme.... 5.96 NF NF 5.75 B-3 Higher consumer income in sales territory will 
: SOS = ae increase sales and profits. 
**Lig. & Myers “B". 6.13 NF NF 2.00 B-2 Higher “Chesterfield” sales wait on promotion 
ele anaera ys ae Bas ; = __ but profit margins are better. 
Colla occ c. 1.69 NF NF 0.60 B-2 “Old Gold” sales will increase moderately as 
; EA ye ie a _— _ _willincome, 
*Phillip Morris(M).. 8.00 NF NF 4.25 B-2 English blend cigarettes still improving in pin sales. 
Shawl paaeae _ ee oe ne _Earmings trend still up, 
*Reynolds Tob. “B".. 2.56 NF NF 1.50 B-2 Lower costs and increased economies promise 
aa Anos ere tree _ a ___ better profits. 
**U.S. Tobacco.... 1.77 NF NF 0.64 B-2 Snuff and smoking totacco business moderately 
ee eee ___ better and earnings stable. 
*Universal Leaf (J)... 8.57 NF NF 4.00 B-3 With tobacco consumption rising company’s 


business remains good. 
























































“(M) Fiscal year ‘ended March 31, 1940. @)- -Fiscal year yended June 30. (E)—Estimate. NF—Not 
availble. *Uninterrupted dividends for 10-year period. d for 
Position of Leading Motion Picture Stocks - 
~ Earned Per Share _ — 
First Half Divi- Market 
_ Company 1939 1940 1939 dend Rating COMMENT 
d (M) (M) Change in amortization and exchange losses will 
Columbia Pictures (J). £0.56 $0.51 $0.654 B-3 hold back profits. 
d (E) d- No overflow process business likely and earnings 
Consolidated Film. . C.33 0.10 0.03 $0.50 B-4 will probably be restricted. 
*Loew's(A)....... (EDs. 37 (N)3.79 (N)3.68 1.00 B-2 Domestic business and gone with wind offsetting 
forei_n declines. 
Paramount.......... 0.62 £0.50 0.62 0.15 B-2 ee business off sharply, but earnings will 
old w 
Radio-Keith-Orpheum NF NF NF B-4 poe yet in stride after discharge from receiver but 
: making prog 
Technicolor......... 1.08 £1.00 £0.50 0.50 B-2 yt eee by extra prints of Gone With 
ae Win 
20th Cent. Fox...... 1.58 £0.50 0.93 B-2 Write-down of foreign investments will check 
Warner Bros. (A).... 0.36 (P)0.36 0.49 B-3 Better dome stic business offsetting foreign losses. 











(A)—Fiscal year 


*—Uninterrupted dividends for 10-year period. (J)—Fiscal year ended June 30. 
(E)—Estimate. 


ended Aug. 31. months ended March 31. (N)—7 months ended Mar. 31. 
d—Deficit. NF—Not available. (P)—6 months ended Feb. 2 





other shopworn devices to attract 
customers continue to act as a drain 
on profits. In exceptional cases such 
as the picture “Gone With the 
Wind,” profits havé been heavy 
and show that the customers are 
still attracted by quality. 


showing of earnings this year. Pro- 
ducers have been cutting costs of 
pictures wherever possibleand have 
been on a more businesslike basis 
than at any time in their previous 
history yet such evils as twin-fea- 
tures, bank night and the countless 








Chemical Industry Heading Toward 


New Reeords in Volume and Profits 


in of the chief differences be- 
tween this war and the last as re- 
gards repercussions on American in- 
ternal economic affairs is the degree 
of independence that has been 
achieved in the past 26 years by the 
chemical industry and, as a result, 
by domestic industry in general. Not 
only have our chemists long since 
learned how to make analine dyes 
and other items whose sudden im- 
port stoppage in 1914 caused con- 
siderable embarrassment in a num- 
ber of industries; they have also pro- 
vided us with usable substitutes for 
vital raw materials for which 
we were formerly completely 
dependent upon overseas 
sources of supply. Amer- 
ican produced potash and 
magnesium, salt cake and 
manganese, synthetic rub- 
ber, silk and wool—these 
are contributions to the 
national defense program 
that had their origin in 
research and development 
work undertaken long be- 
fore the necessity of that 
program was foreseen. In 
this sense, the chemical 
industry, more than any 
other, has thus far been 
of outstanding impor- 
tance in the country’s 
preparations for any crisis 
that may lie ahead. 

This is not to suggest that the job 
of the chemical companies in the 
national defense program is now 
completed or even more than fairly 
well begun. Their extensive collec- 
tive stake in all other fields of indus- 
trial activity assures them a continu- 
ing and expanding indirect share in 
the progress of preparedness. Nor 
will they fail to participate directly, 
and in this connection particular in- 
terest attaches to the manner in 
which the industry and the Govern- 
ment are cooperating to provide the 
latter with additional supplies of 
high explosives as expeditiously and 
efficiently as possible and yet with a 


‘S22 


minimum of risk to manufacturers. 
Military explosives are out-and- 
out war goods for which, in times 
of peace, there is little or no market. 
Naturally, no producer is_partic- 
ularly anxious to sink substantial 
funds in plant investment for this 
particular type of product. One so- 
lution might be to permit very rapid 
depreciation of such plant for tax 
and Government contract purposes; 
later on we will no doubt see provi- 







for 

something of the 

sort with respect to armament busi- 
ness in general. As for smokeless 
powder, however, another solution is 
being tried that promises to work 
out better in a number of ways. It 
involves the use of Government 
funds to finance the construction of 
a new $25,000,000 plant and the re- 
tention of a private concern (du 
Pont) to manage it on a fee or cost 
plus basis. The advantages of the 
scheme include avoidance of any 
delay that might otherwise be in- 
volved while Congress and the Ad- 
ninistration are deciding what is to 
be permitted in the way of depreci- 


sion 


ation allowances on plants construct- | 


ed especially for defense purposes, 
elimination of any difficulties over 
the question of excess profits on Gov- 
ernment orders and avoidance of 
any immediate necessity of divert- 
ing to direct defense production 
capacity currently needed for usual 
industrial requirements. 

Whatever increase in chemical 
demand is witnessed from here on 
as a result of an expanding rate of 
industrial production and the more 
direct chemical needs of rearma- 

ment, it will be superimposed 

on a substantial gain scored 
during the first half of 1940. 
In the initial six months 
of the year consumption 

of chemicals rose 19% 

over the same period of 

1940, the rather sharp ad- 

vance in operations of a 

number of principal con- 

suming industries in May 
and June being largely 

responsible for the im- 

provement. Increased ac- 

tivity at iron and steel 
plants, pulp and paper 
mills and petroleum re- 
fineries has figured promi- 
nently in recent gains. 

Rayon output has reached 
new record levels and, else- 
where in the textile industry, 
production of woolens has _ been 
trending upward since May and the 
statistical position in cotton sug- 
gests an advance in mill output 
in the not too distant future. 

Among the individual branches of 
the chemical industry, there has been 
noteworthy improvement as regards 
the price situation in alcohols and 
carbon black. Advances have oc- 
curred in denatured ethyl, acetone 
and butyl alcohol quotations, mea- 
surably improving the prospects of 
principal producers. In _ carbon 
black, substantial improvement in 
the domestic inventory situation has 
resulted in three price increases so 
far this year and, though still de- 
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pendent to an important degree on 
a none too certain export market, 
prospects of the carbon black com- 
panies are consequently looking up. 

The sulphur division of the indus- 
iry, though prices are still at 1938 
levels with little likelihood of an 
early restoration of the figure that 
prevailed for so many years there- 
iofore, is enjoying materially in- 
creased shipments and the _possi- 
bility that domestic producers will 
be called upon to supply a greater 
portion of the open world market 
with the virtual withdrawal of 
Spanish and Scandinavian pyrites 
and Italian brimstone supplies. 
There is also the prospect that in- 
creasing needs for aviation gasoline 
in this country will bring sulfuric 
acid back into increasing use in pe- 
troleum refining processes. 

As for naval stores, expanding 
consumption seems indicated though 
important price increases do not ap- 
pear likely soon. Plastics, of course, 
continue to find ever widening mar- 
kets and industrial gases will come 
in for increasing demand with the 
further stepping up of industrial ac- 
tivity in the steel and metal work- 
ing trades. Also, fertilizer sales this 
season may show modest gains. 

The export situation remains prob- 
lematical for certainly a complete 
German victory abroad would bar 
domestic producers more or less per- 
manently from the European market 
and probably find them increasingly 
hard pressed in Latin America and 
other markets. However, though 
exports rose considerably with the 
outbreak of the war, overseas sales 
normally account for only about 7% 
of production and the loss of some 
of this business could scarcely affect 
the industry seriously. 


Liquors 


T novce the action of the liquor 
shares marketwise has been none 
too inspiring, this industry’s show- 
ing thus far in 1940 has been com- 
paratively satisfactory. This year 
has brought the large inventories of 
aged whiskey that ever since repeal 
have been foreseen by many as the 
basis for a destructive price war— 
yet so far a reasonably orderly situ- 
ation has been maintained. It is by 
no means certain, of course, that 
operating results in the second half 
of the year will show the same gains 
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Position of Leading Chemical Stocks| 





Earned Per Share 




























































































































































































Full Year First Half Divi- Market 
: 1939 1940E 1939 dends Rating(f) COMMENT 
*Air Reduction...... $1.98 $1.14A 0.87 $1.25 A-2 Company benefiting from high rate of operations 
; nae _in steel and metal industries. 
*Allied Chem. & Dye. 9.50 NA NA 3.00 A-2 Earnings to date in 1940 probably ri running ng ahead 
. an ee of last year. Continued gains likely, 
Amer. Agric. Chem.. 1.22a d0.17 d0.24 0.60 ca | d busi h I division, especially 
_ Me A@e ; phosphates, is helpful fect factor. 
tAm. Cyanamid “B”. 2.07. 1.30 0.80 0.45 A-2 Considered one of the more favorably “situated 
ah units in the chemical group, 
* Atlas Powder...... 3.82 2.29A 1.12 1.50 A-2 Domestic business alone should support earnings 
re ae — ___well above year earlier levels. 
*xColumbian Carbon. 5.32 3.75 3.04 2.00 A-2 Recent price increases in carbon black reflect 
e ee ae improved inventory position of industry. 
Commercial Solvents. 0.61 0.40A 0.17 None A-2 peer selling prices for solvents have consid- 
erably 
*kDow Chemical.... 3.766 6.65Ae 3.76e 2.25 A-2 Output of magnesium is “belee doubled; also 
Pel. phat SE that of synthetic rubber ingredient, acrylo-nitrile. 
*tdu Pontde Nem... 7.65 4.00 3.21 3.50 A-2 Company will operate smokeless powder plant 
financed by government. Regular business ex- 
*xFreeport Sulphur... 2.76 1.88A 0.83 1.25 A-3 Mang ibuting importantly 
SME Oe i ot bo 
*tHercules Powder... 2.07 2.40 1.53 1.20 A-2 Awar baby « ard growth ‘stock. Further operating 
gains are 
*kHeyden Chemical. 5.99 NA NA 1.50 A-2 Formaldehyde demand stimulated by rising plas- 
tics output. Dividends likely to remain con- 
ee De ane ok ea a eae 
Int'l “Agricultural... Biecaiars .. d1.32a NA NA None c-3 Investment in Union Potash offers long range pos- 
ae _— au sibilities. Heavy preferred arrears. 
*Mathieson Alkali... 1.12 0.90A 0.31 0.75 A-2 = Attractive for income. New sodium sulphate 
< - plant an add | profit source. 
**Monsanto Chem... 4.01 2.30A 1.46 1.00 A-2 Lower returns from English subsidiary being offset 
ee ___by improved domestic results. 
Newport Industries... 0.66 0.42A 0.29 None  A-2 ~ Demand for naval stores should rise along with 
seen are = ___ general i trial activity. 
*xTex. Gulf Sulphur.. 2.04 1.17A 0.85 1.25 -2 Future of export sales is uncertain factor but earn- 
oars ee Ae ings gains should continue over near : 
*tUnion Carbide..... 3.86 2.15A 1.16 1.70 A-2 One of the better situat h 
stands to gain directly ee aed heavy 
Sally Sle aN ae een rae) oe) le ee 2-3 Se. 
United Carbon...... 3.82 2.25 2.11 1.50 A-2 Earnings continue to rise despite normal | heavy 
sage _ ___dep on export sales to Europe. 
United Dyewood.... d0.89 NA 4d0.18 None A-2 War is hurting foreign sales and curtailing receipts 
: from foreign sub 
U.S. Indus. Alcohol. 0.20 1.10 0.01 None A-2 Better alcohol prices a constructive factor. Other 
civi ions alio improving. 
*Victor Chemical.... 1.59 0.70A 0.62 0.60 A-2 Prospective further growth in demand for phos- 
phates longer range outlook. 
*Westvaco Chlorine.. 2.91 1.72A 1.11 1.05 A-2 Extensive preferred conversions may prove a 
ake on share gs gains, 
*—R ded fori *—Uninterrupted dividends over 10-year period. {—Recommended 





for cyclical appreciation. 


a—Fiscal year ended June 30. 


b—Fiscal year ended May ~ c—Nine months 












































ended March 31. d—Deficit. e—Nine months ended February 28. E—Estimated. —Actual. NA— 
Not available. —Paid or declared to date in 1940. 
e es es J 
Position of Leading Liquor Stocks 
Earned Per Share 
Full Year First Half Divi- Market 
1939 1940 1939 dends(k) Rating COMMENTS 
Austin Nichols... ... d1.89a NA 4d1.03f None B-3 Perennial New York City price wars constitute 
unfavorable factor. 
Angostura-Wup..... 0.12 NA NA None B-3 Earnings sharply curtailed in recent years. Com- 
oe pany’s shares closely held. 
Di.t. Corp.-Seagrams.. 3.29be 3.63 2.63¢cg $1.11 B-3 Though uncertainty ma.ks outlook for profit- 
hg margins, continued earn ings improvement is ex 
specie. 
National Dist....... . 3.43 1.10E 1.03 1.50 B-3 No better than a medi tive 
showing seems likely this year. 
Schenley Dist. ...... 2.52 1.44 0.78 None B-3 Fairly heavy promotion expenses may tend to 
—— " aes ____ hold profit gains to small proportions. _ ink tag eS 
H. Walker-G.& W.. 6.58ec 5.38) 5.37) 1.00 B-3 Though sales have been gaining, heavier taxe 


Deficit. e—Fiscal ~ ended May 31. 
ended April 30. h—In U. S. currency. 
available. k—Paid or declared to date in 1940. 


ee year vented April 30, 1940. he —Fiscal year anal July 31. 
f—Four months ended August 31, 1939. 
j—Nine months ended May 31. 


have been cutting into earnings. 











c—In Canadian currency. ye 
g—Nine months 


E—Estimated. NA—Not 





as they have in many cases during 
the initial six months, since a num- 
ber of companies seem likely to ex- 
pand promotional and advertising 
outlays. Also, there is the burden 
of increased excise taxes which, even 
if not borne by the distillers, may 
well have a restrictive effect upon 
consumption. In any event, the 
burden of proof from an investor's 


standpoint continues to rest upon 
tne industry; even given a period 
of good volume, price maintenance 
and generally satisfactory earnings, 
it will probably be some time before 
the investing public is willing to ac- 
cord to the liquor shares a price- 
earnings rating such as prevails with 
respect to industries whose basic 
stability is no longer in doubt. 


5:2:3 





Banner Year Probable for Steel, Despite 


Near Term War Uneertainties 


, steel industry continues to 
show sharp gains in activity over 
that of a year ago and promises to 
exceed post depression peaks of 1937 
by a goodly margin before the year 
is out. Steel ingot production in the 
first half of this year reached about 
28,678,000 tons or 37% greater than 
the 20,958,700 tons produced in the 
same period of 1939 although the 
half-year’s output was about 10% 
below that of 1937. However, last 
June’s production of 5,532,900 
tons of steel ingots was better 
than 18% above that of the 
same month of 1937 and similar 
comparisons with the previous 
banner year should be more fa- 
vorable to 1940 from now on. 

During the first half of the 
current year, steel operations 
were at an average of 72.64% 
of capacity as compared with 
52.98% for the similar period 
of a year ago. Operations dur- 
ing June were at an average of 
84.97% of capacity, the best 
operations for the same month 
for many months past. Since 
June, operations have risen 
somewhat higher, gains being 
restricted only by the Fourth 
of July holiday which shut all 
of the mills down for the day. 
It is probable that operations 
in July were even better than 
those of the previous month 
and promise to hold at contra- 
seasonally high levels for the 
remainder of the summer. 

Up until now, most of the gains in 
operations have been to meet the 
sharply higher domestic demand en- 
gendered by consumer desire to fore- 
stall any difficulty in securing ade- 
quate supplies of steel due to the 
precedence of armament orders. 
Lower prices earlier in the year also 
served to stimulate demand for steel 
products, mostly to bolster inven- 
tories that had been strongly de- 
pleted during the first part of the 
year. While much of the present 


524 


buying is admittedly for inventory 
purposes, such accumulation is not 
highly dangerous for unless the re- 
armament plans are totally aban- 
doned, nearly all steel production 
capacity will be fully employed for 
the next several years and_ steel 
prices may be expected to advance 
rather than decline during the pe- 
riod. 

Nearly all branches of the steel 
industry are expected to make a 





Courtesy Carnegie-Illinois Steel 


favorable showing this year. The 
major exception to this expectation 
is the makers of cast iron pipe who 
depend considerably upon municipal 
and federal works for the largest 
part of their sales. While there will 
of course be some demand for these 
cempanies’ products it is not likely 
to be quite so heavy as in recent 
years when the Government-spon- 
sored projects were in full swing and 
cast iron pipe played an important 
part in these works. 

Rearmament plans call for con- 


siderably heavy steel, first for the 
making of military equipment itself 
and less directly for the purpose of § 
making the vast amount of ma-§ 


chinery needed for munitions pro- 
duction. This expected increased 
industrial activity will be accom- 


panied by demands for shipping fa-F 


cilities which means that the railroad 


equipment shops and the rail mills} 
will both be called upon to produce 
much increased materials to meet f 


the demands. 


sufficient room to produce their 


allowed. 


tion and defense. 


structural steel will be required 
to meet industry’s needs for 
expansion as compared with an 
annual capacity for production 
of such material estimated to 
be not much more than 1,250,- 
000 tons. Should there be no 
unusual delay in getting started 
on the rearmament program, 
the structural steel division of 
the industry will be operating 
at close to 100% of capacity 
before winter, as compared 
with the current average of approx- 
imately 40% of capacity. 
Exports are claiming an increased 
proportion of the. steel industry’s 
production capacity. In _ normal 
years, 10% of the total output 
shipped abroad would be a very sat- 
isfactory proportion. During the 
first four months of this year, how- 
ever, foreign shipments were approx- 
imately 18% of total production and 
served to hold output at respectable 
levels when domestic demand sub- 
sided. Now that domestic demand 
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quota of materials in the time f 
This is already re-& Whe 
sulting in contracts being let — ~- 
for hangars, dockyards, factory F 
space and many similar struc- f 
tures needed for both produc- 
It is said F 
that about 3,000,000 tons of F : 
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Another indirect result of re- f iep 
armament is that many of the B ghar 
factories which are engaged in} — 
this type of work do not have __ 
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Position of Leading Steel Stocks 





Earned a Share 















































































































































First Half Divi- Market 
Company 1939 1940 1939 dends Rating COMMENT 
Acme Steel......... $5.82 $3.19 $1.83 $1.56 B-2 pes benefit but little from rearmament but indus- 
tria 
Allegheny Ludlum... 1.49 1.48 0.19 0.50 B-2 Alloy steel demand rising point: to substantial 
____increases in company sales, 
Amer. Roll. Mills.... 0.69 0.37 0.23 B-2 Armco will depend more upon industrial de- 
____ mand than armament but will do well. 
Bethlehem Steel.... 5.75 6.10 0.78 2.25 B-2 Huge shipbuilding order backlog ana armament 
____will hold operations at high levels. 
Byers, A. M. (s)..... 0.53 0.26 0.37 B-3 Has no stake in armament and preferred arrearages 
) ee ae ___ prevent early common dividends 
Col. Fuel & Iron (j)..(E)3.00 £2.50 1.53 B-2 _ Location of plant and ——— hecvy rail busi- 
—- ness pre 
Continental Steel.... 5.37 1.43 2.25 0.50 B-2 Stock has strong leverage 7 company’s busi- 
7 ness is all domestic. 
Crucible Steel....... 2.54 E3.00 4d1.09 B-2 Import demand continues good and Navy busi- 
- ___ness will keep operations high. 
Granite City Steel.... 0.91 0.13 0.09 B-2. Good demand for plate and specialties togethe’ 
: : with better prices favor prospe: 
finland Steel........ 6.73 3.64 2.33 2.00 B-2 Company makes no armament but should share 
es ma strongly in defense busi 
Jones & Laughlin.... d1.60 2.12 d5.04 B-2 He steels will gt company’ $ earnings and 
: : urt cti n 
" Keystone Steel & Better farm income is helping to increase sales 
SC are 1.87 ere es, 0.50 -2 tely as well as 
McKeesport Tin PI.(M) 4.66 NF 0.32 B-3 Active ann for tin plate will only be offset 
by scarcity of tin. 
*National Steel...... 5.71 £3.00 1.99 1.00 B-2 As one of the most efficient light steel makers, 
___ prospects continue better than average. 
OS See do.59 dO0.80 4d0.69 B-2 Prospects are better but preferred accruals are 
ee y not likely to be cleaned up this year. 
tRepublic Steel..... 1.46 0.90 d0.02 B-2 Outlook for balance of year a and earnings 
~ likely to set a new high reco! 
Sharon Steel........ do.11 0.61 d0.75 B-2 With break-even point past ae for balance 
of year will be highly 
» Superior Steel....... 1.55 1.02 d0.54 B-2 Better demand = stainless pa offsets lowe- 
j . carbon steel prices. 
*U.S. Pipe & Fdry... 3.69 1.13 2.06 1.50 B-3 Falling off in icipal and go t works 
: ) _ will restrict current year earnin’ 
, 2” eer 1.83 2.72 1.22 2.00 B-2 Leading steel company's earnings will mount 
____ slowly as break-even point is passe 
Wheeling Steel...... 6.34 1.24 1.01 B-2 “Increased sales for most lines is aint lower 
___ prices for sheet steels, 
TYoungstownS.&1.. 2.50 1.20 0.08 0.50 B-2 2 Expanded plants and sustained demand indicate 





d higher earnings a 





(s)—Fiscal year ended Sept. 30. 
d—Deficit. (E)—Estimated. 
cyclical appreciation. NF—Not available. 


(j)—Fiscal year ended June 30. 
*Uninterrupted dividends for 10 year period. 


~(M)— Fiscal year ended Mar. 30, 1940 
+—Recommended for 





is much higher it would be but log- 
ical if exports were to decline but 
this has not been the case since they 
are now running close to 20% of our 
production and, should Britain stay 
at war, are likely to increase. 
Whether or not the war ends shortly, 
export sales are likely to remain 
high for South America, Africa and 
the Far East have become excellent 
American steel customers and are 
not likely to be able to buy their 
needs from their usual sources for 
some time to come despite the re- 
ported willingness of German steel 
manufacturers to accept orders for 
October delivery at substantially 
lower than American prices. 

The demand for armament and 
munitions is favorable to the alloy 
manufacturers whose many different 
products each find its use in the 
manufacture of such materials. Most 
of the alloy steel makers have suc- 
ceeded in acquiring a sizeable in- 
ventory of the more hard to get 
clements which constitute the basis 
of their products and are accordingly 
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equipped to supply medium term 
needs without the necessity of mark- 
ing up prices sharply or absorbing 


the increased costs themselves. The 
alloy steel makers are also being 


assisted by the increased use of their 
stainless steels as chemical equip- 
ment, refinery stills and tanks, archi- 
tectural decorations and cooking 
utensils, all of which replace some 
material now in use and in which 
a shortage might conceivably de- 
velop. Stainless steels and other al- 
loys are finding increasing use in 
aviation and for naval craft where 
their high tensile strength and resis- 
tance to corrosion are of great 
benefit. 

Long before the sudden rush to re- 
arm, shipbuilding had been on the 
increase. Now, with virtually every 
vard capable of constructing any 
tvpe of ship being booked to ca- 
pacity, shipbuilders are reporting 
order backlogs of unprecedented pro- 
portions and some of them say that 
they have as much as eleven years’ 
work on hand at the present time. 





Shipbuilding steel is high priced due 
tc the necessity of forming prac- 
tically every piece that enters into a 
vessel and, accordingly, profit mar- 
gins are relatively high as compared 


with ordinary structural steel. Ship- 
builders’ order backlogs will be re- 
duced more rapidly than in the past, 
but this will be accomplished by the 
increases of the number of yards and 
the facilities available in each. Such 
increases will by nowise decrease the 
prospects of the steel makers who 
will supply not only the material for 
the ships, but the yards and ways as 
well. 

Sheet and strip production is prob- 
ably the most important branch of 
the steel industry since it must be 
operated at nearly full capacity in 
order to be profitable. Automobile 
makers are the largest individual 
users of sheets and it is expected 
that automobile production will be 
decreased next year in order to make 
way for armament work. This may 
be true, but it does not spell any 
sharp dropping off in the demand 
for sheets and strips which have 
become important items for the pro- 
duction of the countless pressed steel 
articles that have become so neces- 
sary for our present existence. In- 
creased use of cans for other than 
food products, making of many small 
parts used for military purposes, 
furniture and other equipment and 
various objects used in both indus- 
trial and residential construction, all 
promise to take up any slack in light 
rolled products demand that might 
develop should the automobile in- 
dustry cut down its output in the 
near future. 

Profit margins for all steel prod- 
ucts are reasonably good and no 
heavy increase in selling prices or 
costs of raw materials are likely 
the nearer term. Labor costs may 
advance somewhat, but once the 
mills are engaged in rearmament 
work it is not probable that any 
serious stoppage of production will 
develop on that score. The leverage 
factor of most of the steel stocks will 
operate strongly this year, since 
practically all of the manufacturers 
are operating well above their break- 
even points. Accordingly, earnings 
per share for the better part of the 
steel companies will be well above 
those of a year ago, since 1939 earn- 
ings included the results of but 
fair first half vear. 





The Motor Industry Holds Its Gains 


Sales Outlook Better Than Had Been Expected 


j= most noteworthy development 
in the motor industry of late is the 
remarkable volume of retail sales 
that has been maintained. In the 
forepart of July deliveries gained 
contra-seasonally over June, a de- 
velopment unprecedented since the 
model year has been on its present 
basis and with very few parallels in 
automotive history. Sales in recent 
weeks have also been running about 
50% ahead of the like period of 
193 

In part, this situation has been 
due to widespread expectation of 
higher prices for 1941 models, an 
expectation that has already been 
fulfilled to some extent by announce- 
ment of advanced quotations in sev- 
eral instances. There has also been 
the rumor, apparently entirely with- 
out basis, that production of new 
models would be very considerably 
delayed by reason of difficulty of 
obtaining machine tools in competi- 
tion with the requirements of the 
armament program. But whatever 
the cause of the abnormal continua- 
tion of retail demand for cars and 
trucks its effect has been to reduce 
stocks in dealers hands to consider- 


ably lower levels than foreseen by 
not a few observers in the industry a 
short time back. 

With the prospect that 1942 
model changes may be foregone en- 
tirely in deference to demands of the 
national defense program on the 
facilities of the tool and die makers, 
1941 changes promise to be fairly 
extensive though as yet few details 
have been forthcoming. However, 
indications are that there will be a 
marked trend toward torpedo-body 
styling and two-tone coloring made 
popular this past year by a number 
of GM divisions; in addition, there 
will probably be some important me- 
chanical changes. The net effect 
should be something of a stimulant 
to consumer demand at least partial- 
ly offsetting the retarding sales influ- 
ence that may be noted as a result 
of higher prices. 

The motor industry, of course, in 
common with others producing high 
unit price consumers’ durable or 
luxury goods, is likely to find itself 
in a vulnerable position saleswise in 
the event of seriously restricted pub- 
lic purchasing power as a result of 
the imposition of substantially high- 


cr individual income taxes to finance 
the emergency armament program. 
It cannot be foretold or even rea- 
sonably well estimated in advance 
of enactment of the new taxes just 
how important this factor is likely to 
prove, but it is one that must be 
borne in mind from an investment 
standpoint. 

In the first six months of 1940, 
operating results of the industry’s 
principal units are believed to have 
been reasonably satisfactory when 
allowance is made for the sizable de- 
cline in general business activity that 
occurred during the first four months 
of the year; almost without excep- 
tion, gains were recorded over the 
initial half of 1939. While prospects 
for the remainder of the year are 
rendered somewhat problematical 
on the basis of factors already men- 
tioned, some gains should nonethe- 
less be recorded. The truck builders 
in particular, several of which have 
already received important U. §. 
Government orders supplementing 
earlier business placed by the Allies, 
seem likely to continue their im- 
proved showing in the months im- 
mediately ahead. 





Position of Leading Motor Stocks 





Earned Per Share 



















































































Full Year irst Half Divi- Market 

___ Company 1939 1940 1939 dends(e) _Rating COMMENTS 

Ll ERE ae $8.48 $7.01 - $5.82 $3.75 B-2 Handling scme ord e Regular lines faring well. 

De Se eae 1.82¢ NA NA 0.50 B-2 Heavy Canadian excise tax on automobiles is adverse sales factor. 

PINS Soamicine sb aisisiessisasuis sioenans 6.95% NA NA 6% B-2 — Sharp earnings recovery of 1939 may well be wiped out this yeer. 
Cc y faces invasion hazards. 

TTRSOMO ADIOS: 5.5.5.0 ccs css 4.06 2.52 2.24 1.75 B-2 Sales and earnings continue to rise. Good full year results are 

SEINE crea Aoi s chokes d0.47 d0.20E d0.25 None B-4 Not too ging i tlook, C y strictly 
marginal unit. 

EET ee d0.86 d1.00E d1.10 None B-3 Note maturities extended one to three years. Prices increased 
$10 to $40 on 1940 models. 

MINDEN. 5G o sc 5. ocacc seem es d0.50E NA d0.29 None B-4 _ First shipments of new Skyla k models have been made to dealers. 

TE TIER 65 os oss ccnnsew sans 1.14 0.50 0.27 0.50 B-2 New order for 25 busses supplements previous recent bus orders 
totaling $3,000,000. 

Nash-Kelvinator..................... d0.37a 0.306 d0.31b6 None B-2 Plant ion p di hedul New low-priced cat 
to be introduced this fall. 

URNS ain ob RS Khu eG aco wa seas 0.04 do.01 d0.07 None B-2 Retail sales in early July running 225% ahead of year ago. 
Large capital outlays required for aircraft engine b 

PRONG 5S ssacccusiwekekeceser d0.66 NA do.28 None B-4 per tlook ti i Little prospect t of 

fitabl ti in near future. 

NES 26 cig iog 56-4. dis p Sule 1.31 0.43 0.35 None B-2 einene gains are looked for in coming months. Champion 
sales still rising. 

SONOS oo cae k selec easkeas 0.17 NA d0.75 None B-2 Recent heavy bus orders supplemented by $3,387,500 Army 
order for scout cars. 4 

Withys-Ovetland 5... oe. cece ccescoess d0.98a d0.26b do.59b None B-4 Next chairman may be James A. Farley. Company preparing 
to handle ordnance business. 

PA idee ianwnes's 0.76 0.74 0.31 None B-2 Greater foreign and domestic military demand a major factor in 


larger sales volume. 








t—Recommended for cyclical sporndiaton. 
June 30. E—Estimated. —Not available. 


*Uninterrupted Guidouds over 10-year period. 
e—In Canadian currency. 


d—Deficit. 


a—Fiscal year ended September 30. b—Nine months ended 
e—Paid or declared to date in 1940. 
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Position of Accessory and Tire Stocks 


K.. some years now the most out- 
standing fact about the auto equip- 
ment industry has been its declining 
dependence on the motor makers 
and motoring public and its increas- 
ing stake in a variety of other lines 
from railroad and aircraft equip- 
ment to bathtubs and beer barrels. 

In the light of this trend, the 
present armament program presents 
some interesting possibilities, and 
there is at least one principal auto 
equipment maker that is seeking to 
utilize it further to diversify its 
business. Briggs Mfg., which began 
branching out as long ago as 1932 
with a line of bath fixtures and 
pressed steel plumbing ware, is now 
bending its efforts toward establish- 
ing a stake in the mushrooming field 
of aviation where Bendix, Eaton, 
Thompson Products and others are 
already cashing in. By way of a 
starter the company is undertaking 
the production of complete metal 
wing assemblies on sub-contract for 
United Aircraft’s Vought-Sikorsky 
division. 

It seems likely that, as the arma- 
ment program progresses further, 
ther of the motor equipment firms 
will find in it like opportunities for 
rxtending and diversifying their ac- 
tivities. At any rate, whether in 
this way or another, the trend to- 
ward diversification seems likely to 
continue in the industry and with it 
will come a decreasing direct de- 
pendence on the vicissitudes of the 
motor industry. 

Turning to results of the recent 
past and the situation more imme- 
diately at hand, the profit showing 
of the industry as a whole for the 
first half of 1940 was entirely satis- 
factory. Earnings gains of the bet- 
ler situated concerns were sizable, 
advances over a year ago of 100% 
and more not being uncommon. Of 
the broad list of companies covered 
in the accompanying table, not a 
single one failed to show a profit for 
the period. Subject, of course, to 
the effects of prospective tax in- 
creases, additional gains appear 
likely over the rest of the year. 

The tire and rubber companies as 
a group fared worse than the equip- 
ment industry as a whole in the ini- 
tial six months of the year, declines 
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Full Year First Half Divi- Market 
_Company  _—_—— 1939 1940E_— 11939 dends(k) Rating aad COMMENT 
American Bosch... . . $0.14 $0.45 $0.07 None A-2 Sales gaining pL? - all principal divisions. 
n ogress likely. — 
Bendix Aviation..... 2.14 1.90 1.04 $1.75  A-2_ eae s ry in aircraft parts stimulates earn- 
ia sO ance: - i =_ ings rise. wit 
*Bohn Aluminum.... 2.15 2.07A 0.85 0.50 A-2 Non-automotive business in aircraft engine bear- 
oa _ ings and other lines is expanding satisfactorily. 
*Borg Warner....... 2.43 1.21A 1.03 0.50 A-2 Recent gains should be continued, pointing “to 
Pies eee eee ea substantial increase in full year earnings. A 
tBower Roller Bear... 3.23 2.23A 1.42 1.50 A-2 One of the more rapidly growing companies in 
eee Canine ee oan the field. Outlook remains encouraging. —__ 
Briggs Mfg.......... 1.09 2.40 1.03 1.00 A-2 Has recently undertah duction of airplane 
ci ______wings. Automotive business holding up well. _ 
*Briggs & Stratton.... 3.18 2.25A 1.86 1.50 A-2 Sales and earnings due to move higher on basis 
ha Of present prospects. 
Budd Mfg.......... do.12 0.48A 0.04 None A-2 Business i in aircraft parts and rail equipment sup- 
= is NES er notive gains. 
Budd Wheel........ 0.66 0.48A 0.27 0.20 A-2 Aden in original equipment business is s is lifting 
; ; no AOS i I as perations though ordaance work is also a factor. 
Campbell, Wyant.... 0.93 1.07A d0.12 0.90 A-2 Rapid earnings recovery indicated. Sales and 
ae: 2 ee profit margins higher. 
Clark Equip......... 4.43 3.60A 1.83 1.25 A-2 Dividend disbursements will be larger in line 
With earnings increase. 
*tCleveland Graphite. 5.42 2.50A 2.02 0.80 A-2 One of outstanding growth stocks of group. 
th ee a Peas ___New earnings record expected this year. 
Collins & Aikman..... 1.71a  1.22Aj d0.16Aj 2.25 ~  A-2 Extension of recent gains in coming months seems 
a = probable. Good full year results indi-ated. 
*jEaton Mfg,....... 3.85 2.70 1.83 2.25 A-2 Aircraft business of growing importance. Profit 
Pea eer en ae hs eens ___ gains should be maintained. 
Elec. Auto-Lite..... 4.72 3.24A 2.36 1.50 A-2_ Rate of earnings gs advance may taper off but out- 
00 i 
*Firestone T. &R.... 2.036 0.60AF 0.75f 0.75. A-3 Profit margins not entirely satisfactory. Foreign 
income also lower. 
General Tire. ....... 3.77¢ NA 1.97g 0.50 A-3 Almost entirely d dent on repl t mar- 
a2 ket where profit margins have be been cut. 
Goodrich, B. F...... 3.51 0.26A 1.61 None A-3 Earnings off sharply from year ago. Poor com- 
hagas iiss ___ parison also likely in second half. 
Goodyear T. &R..... 3.20 NA 0.96 0.75 A-3 New low price tire should help sales. However, 
ARE _ near term profit outlook mediocre. 
Houdaille Hersh ""B". 1.34 1.60A 0.70 C.75 A-2 Military business is c only minor factor. Further 
gains 
Kelsey-Hayes "B"... 1.33 2.00 0.39 None A-2 Medium term outlook remains favorable on basir 
of auto industry prospects. 
Lee Rubber & Tire... 5.466 1.70Af 2.55f 1.50 A-3 Tire price situati still u tisfactory. Lower 
t sales indi 
Midland Steel Prod.. 5.79 2.78A 2.47 1.00 A-2 Profits should continue ahead of year ago and 
higher dividends are looked for. 
Motor Products...... d1.19 2.00 0.21 0.50 A-2 he — and profit margins aid outlook for 
rest of 1 
Motor Wheel....... 2.18 1.50 0.82 0.80 A-2 Oil heater and rc divisions as well as 
Murray Corp........ 0.30e 0.69h NA None A-2 Abandonment of unpro ‘itable activities has 
bly improved pi 
*Raybesto-Manhat... 2.54 NA 1.12 0.50 A-2 Earnings running comfortably ahead of year ago. 
Increased dividends likely. 
Reynolds Spring... .. 1.22 1.50 0.39 None A-2 Plastics operations have probably reached profit- 
OR, ___able basis. tinued gains expected. 
SpicerMfg......... 3.05e 3.36h NA 1.00 A-2 = Sales to eo vehicle and passenger car 
manufacturers in strong uptrend. 
Stewart-Warner...... 0.45 0.50 0.15 0.25 A-2 Volume holding up well but competition keen 
in refrigerators and radios. 
{Thompson Prod..... 3.90 3.00 2.13 0.75 A-2 = Aircraft parts business expanding rapidly and 
auto nt parts sales also rising. ees 
Timken-Detroit Axle. 2.62 NA 0.99 1.25 A-2 Probably earned about $3.75 in new fiscal year 
ended June 30 
*Timken Roller Bear.. 3.02 2.50 1.42 1.25 A-2 = Conti to dominate original equipment auto 
bearings field and ings should go higher. 
U.S, Rubber........ 2.91 1.00 1.18 None A-3 Higher taxes offset increased sales in first half. 
Tire industry outlook not too encouraging. 
Young Spring & Wire. 0.51 1.50 0.21 0.50 A-2 = Substantial 1940 i tise indicated. Divi- 





dends barred by bank loan provisions. 











*—Uninterrupted dividends over 10-year period. 
b—Fiscal year ended October 31. 
f—Six months ended April ~ 


Fiscal year ended February 28. 


d— = e—Eight months ended August 31. 


j—Recommended for cyclical appreciation. a— 
c—Fiscal year ended November 30. 
g—Six = ended 





May 31. h—Six months ended February 29. j—Quarter ended June 1. — Estimated. —Actual 
NA—Not available. k—Paid or declared to date in 1940. 
from year earlier earnings figures squeezed by high crude rubber 


being the rule rather than the excep- 
tion. Moreover, prospects for the 
immediate future do not hold out 
logical hope for early improvement. 
‘Though sales seem likely to approxi- 
mate the generally satisfactory levels 
of 1939, profit margins are still being 


costs. Those concerns with the 
largest percentage of business in 
mechanical goods and other non-tire 
lines will probably make the best 
showing, but even here results are 
not likely to measure up to those of 
a year ago. 








Boom Demand for Copper Fabricators? | 


War Preparations Will Require Much Copper for Munitions, But 
Electrical Materials and Building Materials Will Be in Strongest Demand 


BY JESSE J. HIPPLE 


Ev since the days when the Roman legions over- 
ran Europe and Northern Africa, copper—mixed with 
small amounts of tin and zinc to form brass and bronze— 
has been recognized as one of the most important sinews 
of war. In fact, it was the possession of superior weapons 
formed of bronze that was supposed to have been the 
major advantage of the Romans over their brave, but 
less well equipped, adversaries. While the form in which 
copper is now employed in warfare has changed con- 
siderably since Roman days, this abundant common 
metal has lost none of its importance in military science. 

In thinking of copper as applied to the arts of war, 
most of us are accustomed to visualize great heaps of 
cartridges, shell cases and similar objects of copper and 
brass that were so common during the last war and 
even now ornament most American Legion Halls in 
great variety and adornment. It is true that such uses 
are important from the angle of needed material but 
in point of copper consumed it is tiny as compared with 
the great quantities of copper and brass castings, tubing 





Ten-Year Price Comparison of Copper 
Products and Metal 


(cents per pound) 


*Electro- *Electro- 
Sheet Copper Seamless type type Copper 

Year Copper Rods ubes Wire Copper Average 

1939 High 2114 185 215, 15% 1214 11.2 
Low 18%, 15% 1852 133 10 

1938High 19% 16% 19% 147% 1114 10.22 
Low 171 14% 177% 12% 9 

1937 High 245 2234 25% 20%, 17 13.39 
Low 19% 16% 19% 14% 10 

1936 High 193g 17% 203, 15% 12 9.71 
Low 16% 141%, 16% 121 9% 

1935 High 1614, 14%, 16%, 12% 9% 8.88 
Low 15 123%, 15% 111% 8 

1934Hish 16 141% 17% 121% 9 8.66 
Low 15 13%, 1614 113%, 8 

1933 High 171% 151, 16%, 113% 9% 7.28 
Low 131 10%, 11% 8 5 

1932 High 165/2 14) 161/, 9%, 7 5.79 
Low 144 124 141, 7% 5 

1931 High 20% 19% 231/g 121% 10% 8.37 
Low 15% 133% 1538 8% 6% 

1930 High 27%, 26% 29% 197%, 18 13.23 
Low 194 17% 21% 11% 9%, 


* Price based upon “Connecticut Valley" quotations. 
Source: American Metal Market. 








and wire that will be needed for naval equipment, elec- 
trical generators and motors, automotive equipment and 
the innumerable spots where the peculiar qualities of 
copper and brass are best suited to the purposes at hand. 

Consumption of copper in the last war is not com- 
parable with present day demands for it was the scarcity 
and high price of the metal during the 1914 to 1918 
period that has resulted in our metallurgists finding 
many substitutes for copper, such as stainless steel and 
other ferrous alloys that have since replaced copper 
despite the fact that the older metal is no longer scarce 
nor is it high priced. Last year, for instance, the copper 
fabricators used about 801,000 short tons of metal. 
While this was the greatest amount consumed since 
1930 when 956,000 tons were fabricated, it was about 
69 per cent of the high point in copper consumption 
reached in 1929 when utility expansion was at its peak. 
Since 1930, the highest amount of copper consumed in 
any one year was approximately 860,000 tons and was 
the result of sharply higher activities in the electrical 
equipment and electrical transmission industries, sup- 
ported by milder betterment in the automotive and 
miscellaneous consumer groups. Last year, according to 
American Bureau of Metal Statistics, automobiles— 
not including electrical parts—accounted for but slightly 
more than 10 per cent of all the copper consumed as 
compared with nearly 15 per cent in 1937, while com- 
bined electrical equipment and transmission consump- 
tion continued close to 45 per cent of the total or approxi- 
mately the same as in 1937. Of considerable interest 
in last year’s figures is the steady rise of building equip- 
ment which consumed 89,000 tons of copper in 1939 as 
compared with but 71,000 tons in 1937 and 59,000 tons 
in 1929. Building materials consumed nearly 11 per cent 
of the total last year and the amount promises eventually 
to exceed that of the automotive industry over the 
longer term. 

This year it is probable that all branches of industry 
will consume more copper although the emphasis on 
the various groupings will continue to change. Of 
course, the miscellaneous group which includes the 
makers of various small devices not otherwise classi- 
fiable as well as munitions and shell cases, will make the 
best showing in the matter of consumption gains and, 
all in all, it would now appear as if the fabricators will 
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operate at approximately 80 to 90 per cent of capacity 
and total consumption of copper will be in the vicinity 
of 900,000 tons or 10 per cent greater than a year ago. 
Should preparedness activities reach full swing then 
consumption should exceed a million tons of copper 
during 1941. 


Domestic Supply Adequate 


Since most of the fabricators are owned or otherwise 
controlled by the large American copper miners the 
question of supply, prices for copper and production 
costs are of interest in evaluating the future prospects 
of the manufacturers and producers. There is no ques- 
tion as to the supply of copper, for the United States 
continues to be the largest producer of copper in the 
world. A price controlling factor is that while the United 
States is the largest producer, it no longer has a monop- 
oly on 70 per cent of the world’s output as it did in 
1914 and despite the high tariff barrier which we have 
constructed against foreign metal, foreign production 
costs are so comparatively low that any substantial 
increase in domestic prices would attract considerable 
outside copper to our shores. And while it may seem 
paradoxical, most of the domestic copper producers 
would compete with themselves in the event of very 
high prices since Anaconda and Kennecott, to mention 
the most prominent, have an annual production capacity 
of nearly 600,000 tons of foreign copper that could be 
sold profitably in this market should the price of 
domestic metal go much above present prices of approxi- 
mately 11 cents a pound. With an American production 
capacity of new copper estimated to be close to 1,100,000 
tons a year and another 1,000,000 tons, at least, obtain- 
able from Canada and South America, neither a shortage 
nor a runaway market for cop- 
per is likely to develop during 
the next year or so at least. 

Copper prices are important 
to the fabricators if inventories 
on hand are not sufficient to 
cover selling contracts for the 
prices of finished materials 
fluctuate directly with the price 
of the raw metal. In most cases 
a change of 1 cent a pound in 
the price of copper is almost 
immediately reflected in a simi- 
lar change in the selling price 
of most of the fabricator’s prod- 
ucts. They are of more impor- 
tance when they are rising, 
however, for the price of copper 
represents as much as 70 per 
cent of the selling price of bare 
copper wire and more than 50 
per cent of the selling price of 
seamless copper tubing, the 
highest priced of the broader 
classifications and the most ex- 
pensive to produce from the 
standpoint of labor and equip- 
ment required. The most im- 
portant part played by copper 
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Courtesy C opper & Brass Research 
Wire and rods, the bread and butter of the fabricators, are produced in great quantities 


prices in arriving at fabricators’ profits is in inventory 
adjustments at the year end. Most of the fabricators 
now run an “ever-normal” inventory system but often 
year-end copper prices determine the extent of profits 
or losses for the year to a marked degree. Then, too, 
large stocks of copper acquired, for instance, at 10 cents 
a pound and sold when copper is selling at 11 cents a 
pound sharply increases profit margins, and the reverse 
is also true. Many of the fabricators have given up 
trying to make inventory profits in recent years and 
are now content to have enough metal on hand to meet 
incoming orders. The fact that the leading fabricators 
now turn over their inventories from four to five times 
a year would seem to bear out this assumption. 

Moreover, inventory positions do not seem to threaten 
the prospects of the fabricators this year for at the 
beginning of June fabricators’ copper on hand or on 
order was but slightly more than 78,000 tons as com- 
pared with average deliveries of nearly 71,000 tons 
monthly during the first five months of this year. 

It is as yet too early for the fabricators to receive 
more than a promise of the business that will probably 
accrue from our $13 billion rearmament program but 
at the end of May the fabricators still had about 190,000 
tons of finished products to deliver or the equivalent 
of at least two and one-half months’ work at the then 
current delivery rate of about 70,000 tons monthly. 
It is believed that new June business exceeded deliveries 
during the month by a sufficient amount to place unfilled 
orders again in the uptrend and now that mid-year 
inventories have been taken, buyers are becoming more 
willing to commit themselves for somewhat more than 
hand-to-mouth orders. 

Buyers are said to have been awaiting better prices 
based upon the belief that the conquest of France would 





by mills such as this. 








COPPER CONSUMPTION 


BY MAJOR INDUSTRIES 
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problems have also been a drain upon 
finances. A recapitalization plan which is 
calculated to eliminate heavy accruals of 
unpaid preferred dividends has been under 
discussion and when finally settled, will 
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place the common stock in a position to 
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participate in earnings. This year’s profits, 
despite the poor showing of the past decade, 
are likely to be quite good if nothing unto- 
ward intervenes for in the first quarter of 
1940 General Cable reported earnings equal 
prey to $0.23 a common share as compared with 
a deficit of $1.28 a year ago and the first 
profit of $0.19 a share in the last quarter 
= of 1939. Given a break, General Cable 
should be able to earn approximately $1 a 
share of common stock as it is now consti- 
tuted although the amount per share will 




















probably be greatly reduced if the recapitali- 





turn back a considerable amount of finished—but un- 
delivered—material upon the market. Since it now 
appears as if Great Britain would take all of the former 
French orders for copper fabrics, there is no longer that 
incentive to await further price reductions although 
conditions in the export market for raw copper are still 
unsatisfactory. Falling off of exports of raw copper is 
more of a problem for the foreign copper producer than 
the domestic fabricator although the fact that British 
fabricating centers are now under attack from Germany 
and all available man power in that country is needed 
for actual defense will probably increase England’s 
dependence upon American fabricators for her supplies 
as time goes on. Should peace come abroad through any 
way but a British victory, the initial result would prob- 
ably be a sharp set-back for all American industry, 
including the copper fabricators, but it would be suc- 
ceeded by just as sharp a rise as a result of a realistic 
speeding up of our own defense measures. The expected 
increase of at least 10 per cent in domestic demand will, 
if it materializes, more than offset any probable losses in 
export markets this year and beyond. 

As pointed out earlier in this study, raw copper prices 
play a great part in determining fabricators’ profit 
margins and with finished goods prices being geared so 
closely to copper quotations, profit margins are normally 
low. The modesty of these profit margins, which ave- 
raged about 4.8 per cent on invested capital for four of 
the largest companies, offers some protection against 
heavy additional taxation and thus will the effects of the 
proposed increase in profits taxes be modified as far as 
the fabricators’ stockholders’ equities in earnings are 
concerned. 

The largest of the American fabricators in point of 
invested capital is General Cable Corp., which is con- 
trolled by American Smelting and Refining Co. through 
ownership of 42.6 per cent of General Cable’s common 
and 44.2 per cent of the Class A shares. General Cable 
has depended greatly upon the public utility industry 
for earnings and as a result of the severely restricted 
utility expenditures during the past ten years failed to 
report a single profitable year since 1929. Inventory 
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zation plan is adopted. Dividends, of course, 
are not in near term prospect. 

Revere Copper & Brass Co., with sub- 
stantial interests owned by American Smelting and 
Refining Co. and General Cable Co., is the second largest 
of the fabricators in point of invested capital but last 
year was the leader in the amount of sales. Revere 
Copper & Brass makes no cable products and is therefore 
not as much dependent upon the public utilities for 
business as are its principal competitors. The company’s 
products include, however, a full line of other than cable 
materials such as wire, sheets, rods, tubes and other 
fabricated items. Revere Copper would be in an excel- 
lent position to manufacture munitions when the time 
comes to do so. Inventories, while important, lack the 
full possibilities of the uncontrolled type and therefore 
do not have such a strong bearing upon earnings. The 
company practices the “last-in-first-out’” method of 
valuation whenever possible. Despite conservative in- 
ventory methods, earnings during the past ten years 
have been unimpressive. In only two years, 1936 and 
1939, were profits reported after charges and in the two 
exceptions per share earnings were $1.32 and $0.20 
respectively. However, when conditions are favorable 
earnings can mount rapidly. In the last quarter of 1939, 
after the usual series of quarterly deficits, the company 
earned $1.68 a share and followed through to the first 
quarter of this year with a profit which amounted to 
$0.62 a share. It is not likely that second quarter results 
were as good as those of the first quarter but earnings 
approaching $2 a share for this year are a distinct possi- 
bility. Dividends on the common stock are unlikely but 
resumption of preferred payments is likely. Despite the 
poor earnings record of the past decade, the company is 
conservatively capitalized and the earnings leverage 
of the common shares gives the stock speculative 
possibilities. 

Anaconda Copper Mining Co. owns about 67.5 per 
cent of the common stock of Anaconda Wire and Cable 
Co., the third largest copper fabricator in this country. 
Anaconda Wire is also strongly dependent upon the 
utility industry for business but it has sufficient diversi- 
fication of products so that its earnings record for the 
past ten years is better than the rest of the group under 
observation. In but three of (Please turn to page 548) 
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The Bond Bulletin 


Prices Hold Firm But New Issues Are Scarce 


Conducted by J. S. WILLIAMS 


M. W. S. Bond Index 


1939 1940 July August 

High Low High Low 27 3 
10 High Grade Rails............. 000 ec0ee 118.0 109.5 115.0 109.2 113.7 113.8 
NO S@CONE GEGGe MUG. 6 o.o0 cic 60's ces ose’ 42.9 31.3 38.2 27.7 34.2 35.1 
10 High Grade Utilities.................. 112.9 109.3 113.0 110.9 112.5 112.8 
10 High Grade Industrials................ 111.7 104.9 112.0 108.0 109.7 111.0 
40 Domestic Corporate ...............05. 95.9 84.9 93.8 88.9 92.8 93.2 


aw listed market for bonds has continued to threaten 
the highs for the year 1940 over the past few weeks, 
following the earlier recovery in second grade rails. 
Trading remains light, however, even during spells of 
relative activity in stocks. 

Offerings during July were sharply above the previous 
month in response to better market conditions, but 
most of the activity came in the first two weeks and 
cleaned out the imminent issues in registration. Agita- 
tion for elimination of the 20-day waiting period con- 
tinues, with eventual success in removing this obstacle 
almost a certainty. When this is accomplished, holders 
of bonds selling above call prices will do well to watch 
the situation closely, for it will encourage refundings that 
were not formerly practicable. 

* * * 

Redemptions have recently been heavy, imposing the 
familiar strain upon the investor trying to keep his money 
at work. Among landmarks was the largest industrial 
bond prepayment since 1929, when U. S. Steel on July 
15 called $95,140,000 debenture 344s due in 1948. By 
coincidence, the previous large call in November, 1929, 
was also by U. S. Steel, but the bonds then redeemed 
bore a coupon of 5 per cent. 

* * * 

The Kingdom of Norway is sustaining its high repu- 
tation by arranging for the payment of interest due at 
the beginning and middle of August on its dollar bonds 
outstanding here. The list of Italian defaults—munici- 
pal, industrial and national—is, on the other hand, due 
to grow. 

* * * 

Strength in second grade rails must be ascribed in 
part to the realization of their improved position under 
whatever excess profits taxes come out of Washington. 
Bond interest is a charge on earnings before computation 
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of profits, regardless of whether or not the Government 
allows all or any part of funded debt to be considered 
invested capital. Not only are the rails in question 
comparatively free from any danger of paying excess 
profits taxes for some time to come, but they are also 
direct beneficiaries of a higher rate of general business 
induced by the defense program. Prevalent attitude in 
Washington does not suggest any threats that the roads 
will be taken over by the Government. 


* * * 

A brokerage firm has just issued a study of New York 
City credit and outstanding obligations. The analysis 
consists of 278 pages with 80 tables, reaching the con- 
clusion that New York’s position is thoroughly sound. 





Important Bond Calls 


Issue Amount Price Date 


Crucible Steel Corp. 





Debenture 44s A 1948........... $158,000 102 8/1/40 
Electric Auto-Lite 

Debenture 4s 1952................ 662,000 1041, 8/1/40 
Jersey Central Power & Light 

MmWRQRI Co ce ones ratty 10,225,000 10114 8/1/40 
General Motors Acceptance 

Debenture 314s 1951......... .... 50,000,000 103 8/6/40 
Texas Corp. 

Debenture 314s 1951 60,000,000 103 8/12/40 
Loew's, Inc. 

Debenture 31s 1946.............. 375,000 100 8/15/40 
Cleveland Elec. Illuminating 

EG hc. s Neth ea rasacatee tes 40,000,000 105 8/21/40 
Bethlehem Steel 

Conv. deb. 3148 1952............. 23,040,000 105 8/26/40 
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Brilliant Alliance 


As a marriage of convenience, the 
alliance of B. F. Goodrich and Phillips 
Petroleum to undertake the commer- 
cial production of synthetic rubber 
through the newly formed and 
jointly owned Hydrocarbon Chemical 
& Rubber Company, has all the ear- 
marks of a highly successful venture. 
From the standpoint of complemen- 
tary facilities, the combination is a 
natural. Phillips has a strong patent 
position in the processing of petro- 
leum hydrocarbon as well as imme- 
diate supplies and vast reserves of 
the principal raw material, buta- 
diene, used in the manufacture of 
synthetic rubber; Goodrich, on the 


ae 


Courtesy Monsanto Chemical Co. 


For Profit and Income 


other hand, will contribute actual 
experience in the production and use 
of synthetic rubber and the research 
knowledge gleaned in the develop- 
ment of Ameripol. Though initial 
production of the new concern will 
be only, 2,000 tons annually, the 
equivalent of about one-third of one 
per cent of total U. S. consumption, 
rapid expansion of output is believed 
a simple matter once production 
problems have been solved on a 
small scale. The Goodrich-Phillips 
undertaking is merely a phase of a 
much larger Government project 
for increasing domestic output of 
ersatz rubber and involving the co- 
operation of leading officials in the 
oil, rubber and chemical industries. 


Washing phosphorous matrix at Monsanto Chemical Co.'s plant. 





Random Notes 


Steel airplanes are on the way. New 
developments making possible the 
high speed rolling of uniform quality 
stainless sheets as thin as 5/1000ths 
of an inch, perfection of automatic 
electric stitch welding machines and 
use of new vacuum tubes for precise 
current control, thus eliminating 
rivet jobs which are literally 500 
times more expensive and also de- 
tract from the streamlining of the 
plane, are the factors responsible. 
* * * Nickel has been discovered in 
important quantity in the United 
States. A vein 12 miles long and 
from 600 to 1,400 feet wide, discov- 
ered in the northwest corner of Ari- 
zona, is easily the largest deposit 
yet found in this country and, 
though its depth remains to be as- 
certained, is certainly of sufficient 
proportions to be of positive impor- 
tance from a national defense stand- 
point. * * * Atomic power will be put 
to work for the first time when the 
magnified power of a split atom of 
uranium 235 is used to switch on a 
new radio station at Hull, Mass., 
near Boston. Located east of the 
latter city, the station will use a 
westward directional antennae in- 
volving a minimum of dissipation of 
broadcasting power seaward. 


Chrysler vs. General Motors 


First half operating reports of the 
two big publicly owned motor mak- 
ers offered some interesting con- 
trasts, particularly in the realm of 
accounting practice. Chrysler, re- 
porting a net of $7.01 per share 
against $5.83 a year earlier, enjoyed 
the most profitable initial six months 
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period in its history. Even more 
noteworthy was the fact that second 
quarter results—$3.39 per share— 
were only slightly below the $3.62 
earned in the preceding three 
months. Although unit volume was 
21 per cent smaller in the June 
period, net was down less than 6 
per cent; moreover, about four-fifths 
of this decrease was due to increased 
provision for taxes. The answer lies 
in the company’s conservatism in 
the matter of tool amortization. 
Thus, while depreciation and amor- 
tization charges in the March quar- 
ter approximated $10,000,000, less 
than $2,000,000 remained to be 
charged off in the June period. By 
way of contrast with Chrysler’s 
showing, General Motors reported 
$1.02 per share for the second quar- 
ter, not only more than 30 per cent 
below the $1.50 of the first three 
months of the year but even below 
the $1.06 reported for the June quar- 
ter of 1939. Though dollar sales 
were up 24.3 per cent from year 
earlier levels, special charges aggre- 
gating some $26,700,000 proved a 
more than offsetting factor. Man- 
agements of both companies, how- 
ever, are bullish on the outlook for 
the immediate future. 


First Half Foreign Trade 


Export and import data for the 
initial six months of 1940 reveal a 
favorable balance of $774,000,000, 
the largest for the period in 19 years 
and more than double the $321,553,- 
000 excess of exports reported for the 
first half of 1939. Apart its quanti- 
tative aspects, our overseas trade 
in the period ended June 30 was also 
noteworthy from a qualitative angle. 
Some interesting shifts, suggested in 
earlier month to month figures, oc- 
curred in the principal types of goods 
bought and sold. Exports of farm 
products, of course, suffered an appre- 
ciable decline which, however, was 
more than made up for by increased 
foreign sales of heavy industry items 
such as steel, aircraft, machinery and 
machine tools. Exports of ordnance 
and munitions also began to assume 
sizable proportions toward the end 
of the period, sales of explosives, fire- 
arms and ammunition amounting to 
$26,400,000 in June against only $2,- 
400,000 the preceding month. On 
the import side, critical materials 
to our national defense showed 
among the most important gains. 
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Low on Earnings 


Seldom have stocks sold as low in relation to earnings as they do today. 


Listed below 


are a number of issues for which first half earnings have been arbitrarily doubled to arrive 


at an annual earnings figure and compute a price-earnings ratio. 


Inclusion in this list does 


not, however, aecessarily constitute a purchase recommendation. 


First Half Price 

First Half Earnings Recent Times 

Company Earnings Doubled Price Earnings 
Ablantio WANING: « .s< ccc ee ccs ec ewes $1.87 $3.74 21 5.6 
Babecok S Wuees coke ccc cee ees ewes s 2.19 4.38 25 5.7 
Senne MICELI ooo. 2 creo Retest 2.07 4.14 27 6.5 
Ee ee eer 1.21 2.42 17 7.0 
CCU MRO soo oe ce ceacitwucvceeccveas’ 0.73 1.46 8 5.5 
Clank Gauipment ... 0c cece ccc cece cess 3.60 7.20 33 4.6 
Comlinantee ONE vo cicccecccceneshenscees 0.51 1.02 6'/, 6.1 
Cooper-Besemer .... cece ccc cescsecces 0.58 1.16 7, 6.5 
Crown Cork’ & Seal... 0200. ce ccsences. 2.06 4.12 26 6.3 
Dougie ANCA 5.2223. 0c cuece nes : 5.65 11.30 72 6.4 
iieatame RAC 5 > oso. 5'= Seen ee tis ne oe 2.44 4.88 22 4.5 
pe) CC) een ere er ererererer ae 3.55 7.10 32 4.5 
Ganetal Cawle s. 26s5 550s cc.cs cas cewcars 0.52 1.04 5 4.8 
Se lerchet Or RR oso 6 ca ders vlan oe ess 1.01 2.02 14 6.9 
Midland Steel Products ................ 2.78 5.56 31 5.5 
Rater WENGER oo oo. ow a hacen dese wes 1.40 2.80 15 5.4 
CUCL gt SE re 2.47 4.94 19 3.8 
Wael 50.3 scr es a nie Salone 1.01 2.02 5, 2.7 
Sa TIS Aor Re 0.69 1.38 8 5.8 
are AN Ge 6 65st at oicicn sy wd aster 0.85 1.70 8 4.7 





Rubber, tin, ferro-manganese, nickel 
and wool purchases totaled $264,000,- 
000 against $146,000,000 a year ear- 
lier, and accounted for 21% of total 
imports as compared with 14% in 
the first half of last year. 


Expanding Capacity 


One of the chief obstacles in the 
industrial production end of the na- 
tional defense program has been the 
Government’s delay in reaching a 
definite stand in the matter of plant 
amortization for tax purposes with 
respect to new construction required 
to meet the country’s armament 
needs. Despite this, however, a 
number of companies are proceeding 
with expansion plans related directly 
or indirectly to the defense program. 
President Grace of Bethlehem Steel 
has announced that capacity of the 
company’s ordnance plants and ship- 
vards will be substantially enlarged. 
Shell Union Oil will shortly begin the 
construction of a new unit at Hous- 
ton, Texas, to produce a basic in- 
gredient of TNT from petroleum. 
Monsanto Chemical has just pur- 
chased a 176-acre plant site at Tren- 
ton, Michigan, preparatory to en- 
larging its productive capacity for 
a number of chemicals, chiefly so- 
dium phosphate. Reynolds Metals 
has obtained a $15,800,000 RFC 
loan, enabling it to undertake the 
production of aluminum, and is con- 


templating a new plant somewhere 
in the Tennessee Valley area. The 
increasing number of such projects 
as the foregoing is responsible for 
lifting the total of heavy construc- 
tion awards for the week ended 
August 1 above the year earlier fig- 
ure for the first time in 1940. 


Another Newcomer 


In addition to Phileo Corp., which 
has just made its debut, and New- 
port News Shipbuilding, which will do 
so shortly (both concerns having 
long been privately owned) , another 
investment newcomer that will soon 
issue shares to the public is Warner 
& Swasey, a leading unit in the ma- 
chine tool field and the country’s 
largest manufacturer of turret lathes. 
Founded with an original capital of 
$6,000 just 60 years ago, the com- 
pany now operates a sizable plant 
in Cleveland, Ohio, and sells its out- 
put to an extensive list of customers 
including manufacturers of road ma- 
chinery, tractors, automobiles, rail 
equipment, engines and_ turbines, 
canning and bottling machinery, 
construction, mining and oil well 
equipment. Demand from ordnance 
producers is also of growing im- 
portance. Stock to be issued to 
the public does not represent new 
financing but merely distribution by 
present holders reportedly for di- 
versification and tax purposes. 








Six Dividend Paying Stocks 
Selling Near Quick Asset Value 


A List Covering Widely Diversified Industries 


Selected by THE MAGAZINE OF WALL STREET STAFF 


Bigelow-Sanford Carpet Company 


1939 1940 Dividends Recent Net Quick 
Earnings to Date Price Assets 
$6.45 $1.00 19 $34 


Bigelow-Sanford Carpet Co. is one of the oldest and 
largest of floor covering manufacturers in this country. 
The products, which are numerous, include various grades 
of woolen rugs and carpeting materials, made to sell 
within wide price ranges. Manufacturing plants are 
located at Amsterdam, N. Y. and Thompsonville, Conn., 
while sales rooms cover the most important sales areas 
of the country. But little business is done on the for- 
merly customary consignment basis although some large 
distributors are still supplied on contract. This change 
in distribution methods has been effective in reducing in- 
ventory losses to some extent and has been further as- 
sisted by the introduction of a policy of last in first out 
for raw materials. 

The major problem of the industry from a cost stand- 
point is the price of wool. The best carpet wools are 
imported, much from the Orient, and as a result of the 
war supplies have become subject to sharp upward revi- 
sion in prices although the quantity continues to be fairly 
. ample for the company’s immediate needs. Were it not 
for the fact that consumer income is rising sufficiently 
to make it possible to increase selling prices in keeping 
with the advance in raw material costs, profit margins 
would suffer considerably under present conditions. As it 
now stands, however, yardage sales continue at about the 
levels of last year and better selling prices should insure 
higher earnings this year. 

Although last year’s total sales were below those of 
1937—the last fully comparable year—operating profits 
were substantially better due to lower costs and because 
it is no longer necessary sharply to adjust inventories at 
the year end; 1939 net profit of $2,180,344 was nearly 
$2,000,000 higher than in the earlier year. The small 
capitalization of the company resulted in earnings of 
$6.45 a share of common stock being reported as com- 
pared with a gain of less than $2 a share in 1937. 

The financial position of the company at the close of 
1939 was excellent with current assets of $17,043,925 
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being almost 5 times greater than total current liabilities. 
Bank loans were increased from $950,000 in 1938 to 
$1,800,000 in 1939, but such loans are usual to finance 
wool purchases, etc., and were only about one-third of 
what they were in 1937. 

On the basis of the 1939 balance sheet, the common 
stock quick asset value was approximately $34 a share of 
the 313,609 shares then outstanding. Dividends were 
restored last year on the common stock with a payment 
of $1 a share and since that time an additional $1 has 
been distributed. The common stock, which has sold as 
low as 14 and as high as 341 this year is currently selling 
in the vicinity of 19. 


Electric Storage Battery Co. 


1939 1940 Dividends Recent Net Quick 
Earnings to Date Price Assets 
$2.01 $1.00 28 $26 


This company makes many types of accumulator elec- 
tric batteries sold under the well-known trade names of 
“Exide” and “Willard.” Approximately 60 per cent of 
the company’s output is new equipment for automobiles 
and replacements. The balance of the output finds 
active demand from public utilities, individual lighting 
systems, railroad signal systems, line communication 
work and the U.S. Navy. It is the Navy that is prob- 
ably the largest user of storage batteries apart from the 
automotive industry for accumulators are an integral 
part of every submarine or sub-chaser and act as standby 
power plants of larger craft as well. In addition to the 
battery business, the company has a large investment 
portfolio—$11,545,144 at the close of 1939—which is 
a potential source of profits as well as a substantial con- 
tributor to other income. 

The company has no raw material problem since its 
major requirement is ample supplies of lead, separator 
material and sulfuric acid, all of which can be obtained 
in abundance in this country at reasonable prices. There- 
fore, inventories of $7,129,234, or approximately a three- 
month supply at last year’s rate of sales, are ample for 
the company’s needs. Although the battery industry 
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; the high quality of the company’s products and their 
' proven reliability over a period of more than 50 years 


gives Electric Storage Battery Co. an assured position 
in the industry which it continues to maintain through 
active research and continued publicity. 

The company has always maintained a strong financial 
position. At the close of last year current assets of 


$26,108,437 were nearly 13 times larger than current 


liabilities. Of the total current assets, cash and market- 
able securities represented better than half of the total 
sum. The capitalization consists of but 1,256 shares of 
$25 par value preferred stock followed by 906,554 shares 
of common. The current asset value of the common 
stock as of December 31, 1939, was about $26 a share, 
as compared with prevailing market prices of approxi- 
mately 28 to 29. 

Last year’s earnings were equal to $2.01 a share of 
common stock as compared with $1.04 a share in 1938. 
No interim reports are given, but with increased activity 
in all of the industries supplied by the company as well 
as sharply higher activities in the building of Naval 
craft, it is probable that this year’s results will be even 
better than in 1939. The current dividend rate, 50 cents 
quarterly, has been in effect for the past two years, 
although it is likely to be increased in the relatively 
near term. 





General Cigar Co., Inc. 


1939 1940 Dividends Recent Net Quick 
Earnings to Date Price Assets 
$1.12 $0.50 17 $33 


General Cigar Co., one of the pioneers of the machine- 
made cigar industry, manufactures and sells the well- 
advertised White Owl 5-cent cigar and the somewhat 
more expensive, but no less well-known, Robt. Burns 
cigars. The line also includes the somewhat less well- 
known Van Dyck, William Penn, Little Bobbie and 
Laddies, short cigars. The cigars are mostly manufac- 
tured from domestic tobaccos, although a moderate 
amount of imported leaf is also included. 

Sales depend closely upon public purchasing power, 
but inasmuch as the company specializes in low-priced 
articles, it is first to feel any betterment in cigar smokers’ 
income and among the last to be affected by any decline. 
However, except for sporadic reversals of trend of limited 
duration, cigar smoking has been slowly declining as the 
cigarette has gained in popularity. In order to win over 
the younger generations to cigar smoking, General Cigar 
has expended large sums and efforts, although the mis- 
sionary work has not as yet indicated any marked 
success. 

As a result of the decline in cigar consumption, earn- 
ings of $1.12 a share on the 472,982 shares of common 
stock outstanding at the year end were well below 
the $1.81 a share reported for 1938. Some betterment 
has been experienced in the first quarter of the current 
year when earnings of 41 cents a share were reported, 
as compared with 10 cents a share a year ago and, due 
to the size of the first quarter gain, it is probable that 
half year results will be somewhat better than those of 
the initial half of 1939. Full year results are likely to be 
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affected by increased advertising expenditures, higher 
leaf costs and increased taxes, although it is probable 
that last year’s results will be at least duplicated if not 
bettered. 

The company is in good financial position. An issue 
of 50,000 shares of $100 par value 7 per cent dividend 
preferred is the sole capital obligation apart from the 
common stock already mentioned. At the close of the 
year, cash items of $2,056,348 were nearly three times 


roo 


as large as total current liabilities of $733,734 and added 
to the cash was $2,815,777 of Government securities, as 
well as $14,285,617 of inventories. The quick asset value 
of the common stock was about $33 a share, as compared 
with a current market price of approximately $17 a 
share and a 1940 price range of 19% high and 12%4 low. 
So far this year 50 cents a share has been paid in com- 
mon dividends and $1.75 was paid in 1939. 


Spiegel, Inc. 


1939 1940 Dividends Recent Net Quick 
Earnings to Date Price Assets 
$1.02 $0.30 7 $10 


Spiegel, Inc., is one of the few large strictly mail-order 
merchandisers and specializes in the sale of household 
furniture and equipment, wearing apparel, jewelry, hard- 
ware, automobile tires and accessories, plumbers’ supplies, 
farm appliances and small equipment, as well as a large 
number of other items. Most of the trade comes from 
the rural areas and is the result of catalogue and special 
mailing campaigns. Unlike most of the other large mail- 
order houses, Spiegel has but few retail stores. More- 
over, most of the items are sold on open account or 
installment payments. Strict attention to demand items 
has resulted in a much smaller line of goods than usually 
obtainable from mail-order catalogues, but the items re- 
tained have been proven as to saleability with the result 
that inventory turnover is very rapid. 

Merchandising methods have also been productive of 
lower operating costs and somewhat larger-than-average 
profit margins and have held inventories at a minimum. 
Last year’s inventory figure at the close of the period 
was $5,073,842, or equal to about 5 weeks’ average sales, 
and about 20 per cent less than total sales for the month 
of December. While June sales were 14 per cent lower 
than in May, 6 months’ sales were 6 per cent higher than 
a year ago and promise to do better as rural incomes 
rise. Six months’ earnings of 34 cents a share were but 
2 cents a share lower than those of a year ago, although 
net income was almost $35,000 below that of the first half 
of 1939. Full year earnings of $1.02 a share in 1939 were 
moderately higher than the 91 cents a share reported for 
the previous year. 

At the close of 1939 the company reported bank loans 
of $9,200,000 as current liabilities, although $5,000,000 of 
this sum is not due until June 30, 1941. Following 
the bank loans there is an issue of 100,000 shares of $4.50 
dividend preferred stock and 1,275,658 shares of common 
stock. Despite the inclusion of the medium long term ° 
bank loan in current liabilities, current assets of $35,192,- 
086 were almost three times larger than the quick debt. 
The largest part of the current assets were customers’ 
installment accounts of $30,689,860, against which a 
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reserve of nearly 10 per cent had been set aside. The 
management’s experience with the installment payment 
business indicates that such a reserve is more than ample 
at times such as the present and is therefore conserva- 
tive. Cash items of more than $2,400,000 were ample 
for the company’s needs which are normally financed 
through bank borrowing. 

Based upon the 1939 balance sheet, quick asset value 
of the common stock was about $10 a share, as com- 
pared with a recent market price of about 7. So far this 
year the market value of the common stock has ranged 
from a low of 434 to a high of 114%. 

The company paid 30 cents a share in common divi- 
dends in 1939 and so far in 1940 has distributed the same 
amount. Any further payments this year will depend 
upon results of the second half which, incidentally, are 
expected to make a better showing than in the initial six 
months of this year. 


Yale & Towne Manufacturing Co. 


1939 Recent Net Quick 
Earnings 1939 Dividends Price Assets 
$2.10 $0.75 18 $18 


While Yale & Towne Manufacturing Co. is probably 
best known for its internationally-known Yale lock, the 
company also manufactures a wide line of building hard- 
ware, as well as electric trucks, chain blocks, pumps and 
similar products. Yale & Towne are also particularly 
well situated to manufacture munitions, shell detonators 
and many small military items. 

The building supplies are the greatest sources of reve- 
nue to the company, although it is in this line—due to 
heavy competition—that profit margins are slimmest and 
show the greatest decline when construction business is 
on the decline. Moreover, in recent years the company 
has built up a substantial export business upon which the 
profit margin has been large, but which is now on the 
decline. Approximately 25 per cent of the sales in recent 
years have been made overseas, although sales to coun- 
tries now actively engaged in war have been the smaller 
part of the export business. Nevertheless, this loss of 
business together with foreign exchange difficulties will 
serve to moderate the beneficial effects of the sharp 
increase in commercial building and the lesser gains in 
residential construction. 

The company should not experience any scarcity in 
raw materials or skilled help, although while the raw 
material prices are not likely to advance sharply, skilled 
labor will probably come higher due to competition from 
other manufacturers for such services. 

Reflecting the betterment in residential construction 
in the whole of 1939 and the gains in commercial build- 
ing in the last three months of the year, Yale & Towne’s 
sales rose more than $3,000,000 from those of 1938 to a 
total of $17,040,467. Nearly half of this increase was 
carried down to net income with the result that earnings 
per share of common stock were reported as being $2.10 
a share, as compared with 14 cents a share in 1938. After 
the payment of a common dividend of 75 cents a share 
additions to profit and loss surplus account were suffi- 
cient to eliminate the previous deficit of $223,035 and to 
replace it with a surplus of $659,158. 
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excess of total current liabilities of $1,478,940 and to 
current assets of $11,730,023 were more than ten tim 


greater than the total quick debt. Current asset valy| 
of the common stock was approximately $21 a shar 








The current market price of approximately 18 for the 
common shares is well below the asset value and would 





seem to fail to reflect six months’ earnings of 87 cents a} 
share for the first half of 1940, as compared with but 


3 cents a share for the same period of 1939. 


Pratt & Lambert, Inc. 


1939 1940 Dividends Recent Net Quick 
Earnings to Date Price Assets 
$2.78 $1.00 18 $19 


Pratt & Lambert is one of the smaller, although na- 
tionally well-known, manufacturers of paints and var. 
nishes of all kinds. Prior to the depression, the company 
was a substantial and consistent earner, but the lack of 
building and the final neglect of maintenance on the part 
of property owners resulted in a decline of business dur- 
ing the worst of the depression years which broke up 
the company’s previously fine earning record and de- 
tracted from the investment position of the shares. 

The small size of the common stock issue—193,868 
shares—permits the stock quickly to reflect any changes 
in the company’s business, as was the case in 1939 when 
an increase of less than $400,000 in net profits resulted 
in an increase of more than $2 a share in earnings. Since 
the company specializes in quality products sold to a 
discriminating clientele business does not respond to the 
first surge of improvement in building activities, although 
there is but little resistance to price increases due to 
higher material and labor costs. Therefore, under pre- 
vailing conditions, sales are likely to be but moderately 
higher than those of a year ago, although profit margins 
will probably be maintained and earnings markedly 
better. 

The company continues in characteristically strong 
financial position. At the close of 1939 current assets of 
$4,165,709 were more than ten times greater than total 
current liabilities of $388,938. Cash items and market- 
able securities of $1,420,877 were themselves nearly four 
times larger than the quick debt. The quick asset value 
of the common stock was approximately $19 a share, 
as compared with the prevailing market price of approxi- 
mately the same amount. 

During 1939 the company disbursed $1.75 a share of 
common stock in dividends. Since that time the com- 
pany has made two quarterly disbursements of 50 cents 
a share each, thus indicating that a $2 annual rate has 
been established. This amount is likely to be increased 
by a moderate extra payment toward the year end if 
second half operations warrant it. 

Prior to the depression, the common stock of Pratt & 
Lambert possessed considerable investment merit and 
sold at considerably higher prices. Now that the com- 
pany is apparently upon the upgrade in both earnings 
and volume of business, it is probable that the former 
high regard for the company’s securities will revive and 
as a consequence, the shares will likely sell more on the 
basis of an investment than a speculation. 
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Cash items of $1,600,810 at the year end were well jy 
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First 100 Years Were the Hardest 


Worthington Pump and Machinery Starts Its Second 
Century with Best Outlook Since 1929 


BY RICHARD COLSTON 


—_— just 100 years ago by Henry R. Worthington, 
one of America’s earliest manufacturers of machine 
equipment whose first products are now classed as 
antiques, Worthington Pump and Machinery Co. has 
served the country through its major wars and expan- 
sion periods and stands ready today to render even 
greater services both military and industrial. 
Worthington’s earlier products consisted of a line of 
steam-pumps and engines and later—when internal com- 
bustion engines began to replace steam engines for small 
power plants—gas engines. These products still play an 
important part in the company’s line of machines and 
equipment but since that early date they have been 
supplemented by the many new developments that have 
been produced by American ingenuity until they now 
include air and gas compressors, vacuum pumps, refrig- 
erating equipment, air-conditioning materials and sup- 
plies, rock drills, hammers and forges, air driven con- 
struction tools, Diesel engines, steam turbines, a host 
of steam devices used in the generation and application 
of steam power, many types of pumps 
and liquid meters for all manner of uses. 
With such a line of products it is 
natural that Worthington Pump would 
be one of the major beneficiaries of any 
sharp betterment in the demand for 
capital goods such as we are now wit- 
nessing. The construction of a huge 
merchant marine fleet and plans to prac- 


one—that is, much of the company’s business is done 
for the customer’s individual order and _ specification— 
earnings are erratic and fluctuate closely in step with 
the rising and falling of capital goods activities. Thus, 
during most of the past ten years operations have been 
marked with deficits, ranging from $2.36 a share of com- 
mon stock to as much as $8.93 a share. The business 
does, however, show rapid response to any improvement 
in the prospects of its major customers with the result 
that the but moderate betterment of capital goods busi- 
ness in 1937 resulted in a profit of $3.67 a share for that 
year as compared with one of but $0.38 a share the 
year before. 

The greatest improvement in 1939 business came too 
late in the year to make a substantial difference in 
Worthington’s earnings but, nevertheless, it was suffi- 
ciently good to make earnings of about $0.62 a share of 
common stock possible as compared with a loss of $2.36 
a share in 1938. This year—based upon reports already 
on hand—promises to be one (Please turn to page 552) 








tically double the size of our already 
large navy would in themselves almost 
guarantee Worthington Pump enough 
business to maintain production opera- 
tions at a high degree of activity. Added 
to this demand both actual and poten- 
tial is that of the steel, building, chem- 
ical and petroleum industries who are 
not only expanding and modernizing 
their equipment but in most cases 
prefer equipment similar to that made 
by Worthington Pump as being devel- 
oped in many instances to meet their 
individual needs and possessing proven 
adaptability to their purposes. 
Inasmuch as Worthington Pump’s 
business is almost strictly a custom 
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Courtesy Worthington 
Seven Worthington 600 h.p. diesels supply the power for an oil company in Texas. 
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Know What Action to Take... 






IN TODAYS WAR MARKETS 


Fast, Definite Telegraphic Service Advises You 
What and When to Buy and When to Sell . . . 
When to Contract or Expand Your Position 


OUR stake in American securities over the balance of 
this year and in 1941 . . . CAN NOW BE PLANNED! 


In Washington, there is being shaped a tremendous eco- 
nomic force . . . unprecedented in our history . . . which 
will dominate security values over the near and longer term. 
It is our National Defense Program with proposed expen- 
ditures already at the vast sum of Thirteen Billions of Dol- 
lars .. . with many more billions to be added for expansion 
and upkeep. 


Every Security You Own or Buy 
Will Be Affected . . . Favorably or Adversely 


Now ... before the general public realizes the certain and 
far-reaching consequences of this huge spending . . . you 
should gear your investment and market policy to the new 
order. 


Every security you own or buy will be affected... . favor- 
ably or adversely. Many sound common stocks may be 
classified as engaged in non-essential enterprise. They 


should be weeded out of your list. A heavy tax burden will 
be imposed on ALL . . . without exception. You should, 
therefore, concentrate in securities of essential industries 


which will benefit from armament orders to offset increased 
taxes. i 


We Will Put Your Portfolio in Order 
And Advise You What and When to Buy and Sell 


As a FORECAST subscriber, we will make a special appraisal 
of your securities to fit your portfolio to today's war econ- 
omy. You will be guided in buying those securities which 
. . . because of their unique position under these condi- 
tions . . . offer the best possibilities for capital protection 
and growth. 


You will be advised not only what to buy but when to buy 
and when to sell through programs according to your capi- 
tal, wishes, and objectives. Correct timing, of course, will 
be a most essential factor because today's markets stage 
bear and bull movements in short periods. 


Market again near decisive move! You can now 
strengthen your position, prepare to recoup losses and profit 
materially as a base is established and new market leaders 
can be bought at tremendous discounts from their potential 
near term values. As an added incentive to enrol 
with THE FORECAST, we extend to you our Special Offer of 


Free Service to September [5th. 





THE INVESTMENT 





Continuous Consultation. 





AND BUSINESS FORECAST 
of The Magazine of Wall Street 


90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. e 
. Service 
E enclose [] $75 to cover a six months’ test subscription (1 $125 to cover a full year’s subscription to 
The Investment and Business Forecast starting at once but dating from Sept. 15, 1940. I understand to 
that regardless of the telegrams I select, I will receive the complete service by mail. [] Check here if 
FREE Air Mail is desired in the United States and Canada where it expedites delivery of our bulletins. 
Sept. 15th 
Send me collect telegrams on all r ndations checked below. (Wires will be sent you in our 
Private Code after our Code Book has had time to reach you.) 
we 
oO UNUSUAL Low-priced Common Stocks for Market Appreciation. One or two wires a 
OPPORTUNITIES month, on average. Maximum of five stocks carried at a time. $1,000 capital » 
sufficient to buy 10 shares of all recommendations on an outright basis. We serve only in. an 
advisory capacity, han- 
oO TRADING Active Common Stocks for Short Term Profit. One or two wires a month, dl . 
: e no funds or securi- 
ADVICES on average. Maximum of five stocks carried at a time. $2,000 capital Z dh fi 
sufficient to buy 10 shares of all recommendations on an outright basis. hes an ave no linan- 
cial interest in any 
oO BARGAIN Dividend-paying Common Stocks for Profit and Income. One or two wires a issue or brokerage 
INDICATOR month, on average. Maximum of five stocks carried at a time. $2,000 capital . 
sufficient to buy 10 shares of all recommendations on an outright basis. ouse. Our sole ob- 
P jective is the growth 
Te ee Pee ee ee eee ee ere CAPITAL OR EQUITY AVAILABLE........... of your capital and 
NN 55 630 5h. eas nda cegeginn Pek ae RA Oe PEE ee oe oa eR eis sien Bibs income through coun- 
sel to minimize losses 
os USES SAI RAE tori Se On ante. pee mer WEN ots bso os lkinic sexe cuces shee Aug. 10 


Submit Your Securities for Our New War Economy Analysis. 


FREE 


and secure profits. 
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The brief dip in per capita Business Activ- 
ity, lasting only a fortnight, has been suc- 
ceeded by a renewed upturn under leadership 
of Automobile assemblies, Check Payments, 
Electric Power output and Lumber shipments. 
If England and her empire can hold out a year 
longer—and prospects of this appear a little 
brighter than when our last issue went to press 
—there is little possibility of any important set 
back in general business activity, this year or 
next; though fortuitous circumstances now and 
then may lead to minor fluctuations in the 
seasonally adjusted index. 

* * * 


If the war continues, there is more than a 
py that fast expanding demand for 
eavy goods on the part of Canada, England, 
Japan and South America will tread on the 
heels of our own defense needs and cause 
congestion in deliveries, particularly of Steel 
which is the focal point upon which all arma- 
ment demands converge. Even now, with ex- 
ports accounting for little more than 10% of 
total shipments, the industry is operating at 
near capacity. But bottlenecks will probably 
not be numerous. In the boom year, 1929, 
about $10 billic..s were spent for new plant 
and equipment, against a current annual rate 
of approximately half that amount. Armament 


(Please turn to next page) 








CONCLUSIONS 


INDUSTRY—Domestic and export de- + 
mand for armaments will sustain in- 
dustrial operations at high level for 


duration of the war. 


TRADE—Metropolitan’ retail trade 
benefits from rising employment; but 
rural stores feel impact of lower farm 


prices. 


COMMODITIES — Stagnation rules 


most commodity markets. 


MONEY AND CREDIT — Excess re- 
serves decline. Commercial borrow- 
ings recede but brokers’ loans in- 


crease. 
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Business and Industry = 
$ 
| 
latest Previous Last TLOO | 
en Date Month Month Year PRESENT POSITION AND OUTLOOK — C 
INDUSTRIAL PRODUCTION(a)| June 114 106 98 | AUT 
(continued from page 539) Pro 
INDEX OF PRODUCTION AND A a 4 F 
TRADE (b)................... dine 1 88 84 requirements will stimulate in about the same man- 1 
DED ooo oe oe June 90 87 83 ner as expenditures for new plant and equipment. Res 
Durable Goods............... June 19 15 65 Should $10 billions be spent next year for home F 
Non-durable Goods........... June 96 94 93 defense, with an additional $5 billions for new ] 
Primary Distribution............ ae 88 85 78 plant and equipment, the total would come to $1 5 ——_ 
Distribution to Consumers....... June 96 92 90 billions, against $10 billions in 1929. Allowing PAP! 
Miscellaneous Services......... June 91 88 84 for oy 7% — : — since rage Pa Pro 
would seem that such a defense program, while Shi 
WHOLESALE PRICES (h)....... June 71.5 78.4 75.6 taking up much of the slack in a Mi 
. be swung without causing any considerable rise ee 
papa viene agg (n. i. c. b.) ; - in the general price level, and with little lowering Lial 
“ek lean ae aa aa ie ; 131 110 of living standards. At present writing the Pro 
alae CNS... cece eee eeenee _— uN 110 96 cost of living, despite a comparatively high Wi 
RNS Gia baienwee une 111 111 94 level of general business activity, is only 2% Sto 
COST OF LIVING (d) above last year, while rents are up only 1%. 
RR One * June 86.4 86.0 84.7 GEN 
J eee ren June 81.7 80.6 771.9 * * * Par 
ee June 86.8 86.7 86.0 Me 
MST EF ete erscnatacenielce June 73.1 73.1 72.0 According to the National Industrial Conference Rai 
Fuel and Light................ June 84.2 84.1 83.4 Board, unemployment was reduced during June I 
AINEE Aico ooeslas rena ac June 97.0 97.0 96.6 to around 8,200,000. New orders booked by | 
Purchasing value of dollar....... June 115.7 116.3 118.1 manufacturers during June were 22% above last i 
— i - i tori 20 i 
NATIONAL INCOME (em)}....|1st6mos. $35,338... mam | Co a a 
CASH FARM INCOME}; paid out during June was 5% above last year, #Po) 
Farm Marketing............... June $562 $599 $531 compared with a six-months’ increase of like pro- Co 
Including Gov't Payments....... ‘naan 587 690 583 portions. On the other hand, farm income o_ 
Total, First 6 Months to......... June 303,824... 3,532 | during June, including benefit payments, gained 
Prices Received by Farmers (ee)..| June 95 98 : 89 | only 1% against a six-months’ rise of 8.5%. 
Prices Paid by Farmers (ee)... .. June 123 123 120 a 
Ratio: Prices Received to Prices a: Poe 
ye eee ee Cee eee June 77 80 74 — 
Retail trade will naturally be helped by rising M. \ 
FACTORY EMPLOYMENT (f) employment consequent upon expanding expend- A 
Durable Goods............... June 97.5 96.5 84.6 itures for national defense, though rural areas will -— 
Non-durable Goods. .......... June 101.8 101.5 101.8 not respond fully to this stimulus so long as farm ELE 
FACTORY P 5 a prices are held back by loss of export outlets for K..' 
AYROLLS (f). . .. % dune = ™ aie 96.4 86.5 agricultural commodities. Thus department TRA 
RETAIL TRADE store sales in the week ended July 20 were 9% C 
Department Store Sales (f)...... June 93 87 86 above last year, compared with a four-weeks' G, 
Chain Store Sales (g)........... June 119 117 111 gain of only 7%; whereas rural sales in June ha 
Variety Store Sales (g)......... June 126 121 118 showed a rise of only 4.5%. Merchandise Fo 
Rural Retail Sales (j)........... June 137.7 138.8 131.7 exports in June were within 4% of the January M 
Retail Prices (s) as of........... July 1 92.9 92.8 89.1 peak, and 48% above last year compared with an L 
: increase of only 30% in May and a six-months’ : 
FOREIGN TRADE rise of 46%. Virtually all of the i i STE 
‘ ; y all of the increase this STE 
Merchandise Exports t BR id nk cen Bibte June $350.5 $325.3 $236.2 year has been in war goods. Pi. 
Cumulative year’s totalf to...... June*30° 20697 nieces 1,416.0 S 
Merchandise Importst.......... June 211.4 211.4 178.9 . ee oe Pi 
Cumulative year's totalf to...... June 30 1,993.8 =... 1,094.5 x 
RAILROAD EARNINGS For the first six months of the current calendar STE 
Total Operating Revenues*..... 1st 6 mos.$1,995,597 —s........ $1,804,127 year, Class | railroads converted an 11% rise in % 
Total Operating Expenditures*. .|1st6 mos. 1,497,536 ~—........ 1,400,744 gross operating revenues into a 46% increase in CAI 
RIT arog cest costae 1st6mos. 189,219  ...... 172,109 | -0.i. Operating expenses rose only 7%, while (r 
Net Rwy. Operating Income*.../1st6mos. 942,367 ...... 165,623 taxes increased 10%. Carloadings are running 
Operating Ratio ®............ 1st 6 mos. o/c) rr 77.64 currently about 12% above last year. PET 
| Rate of Return %.............. 1st 6 mos. Bee | cis ewress 1.57 4 
| s + 
|| BUILDING Contract Awards(k)#/ June $324 $398 $288 : T 
« A. A. Mortgages * : . ° ‘ F 
Selected for Appraisalf........ June 109.4 129.2 101.5 mae, aap C 
“seaesang for Insurancet........ June 84.4 719.9 82.3 tive total for the year to date virtually up to the C 
B siding P ayingt.............. June 54.4 53.6 60.9 level for the like period last year. Increase over . & 
uilding | ermits (c) last year for the week ended July 25 amounted 
CS Be eee June 96.2 110.2 99.3 to 24%—40% in priva . projects and 20% for 
ew Vor CiyFt ..... cise eek. June 18.8 16.1 21.6 : = = term 
Total, U.S. public. In contrast, residential permits D 
Cs June 115.0 126.3 120.9 granted in June were 7% below last year, com- Che 
Engineering Contracts (En){..... June 252.8 282.3 268.4 pared with a six-months’ gain of 5.8%. Ag 
(1)- 
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PRESENT POSITION AND OUTLOOK 









































Domestic retail sales of new automobiles in 
the first 20 days of July were 40% above the like 
period last year, and acute shortages in dealer 
stocks of several makes are expected before the 
new 1941 models can be delivered, despite the 
circumstance that field stocks on June 30 were 
16% above last year. Dealer sales of new cars 
in the first six months were 21.5% ahead of last 
year; though used car sales rose only 13.35%. 


* * * 


In the first six months of the current year Class 
| railroads placed 36,852 new freight cars and 
180 new locomotives in service, compared with 
only 8,628 and 126, respectively, during the like 
period in 1939. On July 1st, Class | carriers had 
16,933 freight cars and 124 locomotives on order, 
against 10,062 and 108, respectively, a year ago. 
Lumber orders in the week ended July 20 were 
10% above last year. 

* 8 °6 

The National Defense Commission reports that 
there is no danger of a shortage in paper pulp 
at the present time, and no prospect of runaway 
prices. Hot weather has so cut household de- 
mand for anthracite coal that mine operations 
have been curtailed to a two-day week. Whisky 
inventories are so high that smaller distilleries are 
being pushed to the wall by rising taxes. 





























Latest Previous Last 
—_ “ ___Date Month __Month Year 
STEEL aim ee 7 
Ingot Production in tons*®.......! June 5.533 4,841 3,524 
Pig lron Production in tons*. . . -| June 3,805 3,514 2.373 
Shipments, U. S. Steel in tons*. | June 1,210 1,084 608 
AUTOMOBILES i 
Production 
MACCORY GALES o: do's oie oc ec | June 344,636 391,215 309,738 
Total 1st 6 Months to.......... June 302,498,598 ...... 1,961,989 
Registrations 
Passenger Cars, U.S. (p)........ ‘Ist6mos. 1,814,814  ...... 1,409,102 
LG AU ea (;) a re (1st6mos. 291,118 ....-. 248 826 
PAPER (Newsprint) | 
Production, U.S. & Canada * (tons). | June 400.1 413.8 344.0 
Shipments, U.S. & Canada * (tons). . | June 423.6 423.4 316.4 
Mill Stocks, U.S. & Canada * (tons). | June 30 198.1 221.6 213.6 
LIQUOR (Whisky) | 
Production, CEA) CS aoe a | June 8,187 11,504 5,774 
Withdtawmn, Galso® . <5 s6eciccnc.. | June 8,337 5,848 4,885 
NG IN ci cokes aden cens | June 480,945 842,553 478,900 
GENERAL | 
Paperboard, new orders (st)......., May 517,221 480,250 372,893 
Machine Tool Operations (pc).....| June 92.3 92.5 65.5 | 
Railway Equipment Orders (Ry) | | 
EGCOMOUNG: fc ni2kessccs. ct Sine 31 20 8 
Bicignt Cars nee ces succeed once June 4,235 2,081 1,324 
Passenger CARS coca ke asks oes June 2 1 14 
Cigarette Productiont............ June 17,565 16,275 16,595 
Bituminous Coal Production * (tons).| June 32,640 35,468 27,959 
*Portland Cement Shipments * (bb’ Is) June 13,216 13,241 1S AAS 
Commercial Failures (c)........... June 1,114 1,238 1,119 
WEEKLY INDICATORS 
Latest Previous Year 
Date Week Week Ago __ 
M. W. S. INDEX OF BUSINESS | 
scat 1923-25—100...... July 27 97.4(pl) 96.6 63.2 
ELECTRIC POWER OUTPUT | 
Lee July 27 2,601 2,524 2.342 | 
| TRANSPORTATION | 
Carloadings, total’:......<s8sss00.% July 27 718,489 729,897 655,531 | 
eng aie Gia i is July 27 46,467 52,590 40,892 | 
ee A eka July 27 122138 121,090 113,271 
ROrest MrOGUetS = ...)5<-os-cies See eo July 27 36,071 34,315 32,451 
Manufacturing & Miscellaneous....| July 27 277,022 282,189 254,887 
| Bo, 6 CoS a ee July 27 148,076 147 1933 152, 429 
STEEL PRICES 
Pig lron $ per ton (m)............ | July 30 22.61 22.61 20.61 | 
Sclap' Sper toni)... 6 s.csss 06a - July 30 18.17 18.17 47 | 
Finished c per Ib. (m)...........- July 30 2.261 2.261 2.236 
STEEL OPERATIONS | 
% of Capacity week ended (m).... | Aug. 1 90.5 89.0 60.0 
CAPITAL GOODS ACTIVITY 
(m) week ended................ July 27 84.3 86.1 67.1 
PETROLEUM | 
Average Daily Production bbls. * July 27 3,690 3,580 3,539 | 
Crude Runs to Stills Avge. bbls.*..| July 27 3,505 3,540 3,448 | 
Total Gasoline Stocks bbls.*...... July 27 90,173 91,789 78,158 
Fuel Oil Stocks, bbls.*........-. July 27 77,078 77,363 86,824 
Crude—Mid-Cont. $ per bbl...... Aug. 5 1.02 1.02 1.02 
Crude—Pennsylvania $ per bbl....; Aug. 5 1.48 1.48 1.48 
__Gasoline—Refinery $ per gal...... | Aug. 5.06 .06 .06 

















_ PRESENT POSITION AND OUTLOOK 





Electric power outpit has just risen to record 
heights, with the margin of gain over last year 
widening to 11%. Heaviest expansion con- 
tinues to be reported by the Central Industrial 
and Rocky Mountain regions, where gains over 
last year range from 18% to 22%. Average 
daily production of 374,187,000 K. W. H. in 
June (37% of which was by water power) was 
8.4% larger than a year earlier. Electric utility 
power plants on July 1st had 42% more coal 
on hand than last year. 

x * *« 

Despite the mushroom growth of new industries, 
steel is still the bellwether of general business 
activity; since scarcely any line of production can 
expand without using steel. ‘‘As steel goes, so 
goes business'’; though sometimes with a time lag. 
During the past fortnight of hesitation in the 
indexes of general business activity, orders for 
steel have continued to pour in faster than ship- 
ments and there is no prospect of any let down 
so long as the war continues. Steel operations 
continue to expand, though now at a less than 
normal seasonal rate as more and more plants 


reach capacity. 
5 


Owing to considerations of national defense, 
the Department of Justice is considering post- 
ponement of anti-trust suits against the oil industry. 














t—Millions. .*—Thousands. 
term trend. (c)—Dun & Bradstreet. 
Dept. of Agric., 1924-29—100. (e 
Chain Store Age 1929-31—100. 
Age. 


(r)\—Revised. (Ry)—Railway Age. 


(n)—1926—100. (n. i. c. b.)—Nat. Ind. Conf. Bd. 1936—100. 


(a)—Federal Reserve 1923-25—100. 
(cm)—Dept of Commerce estimates of income paid out. 


e)—Dept. of Agric., 1909-14—100. 


(s)—Fairchild Index, Dec., 1930—100. 


(b)—Federal Reserve Bank of N. ¥Y. 100%—estimated long 


(d)—Nat. Ind. Conf. Bd. 1923—100. (e)— 
(En)—Engineering News-Record. (f)—1923-25—100. (g)— 
(k)—F. W. Dodge Corp. (m)—lron 


(h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. 
(p)—Polk estimates. 
(st)—Short tons. 


(pc)—Per cent of capacity. (pl)—Preliminary. 
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The past fortnight saw little change in the pattern which been general and have included industrial as well as agri. 
has characterized the trend of commodity prices for some cultural commodities. The fact that commodity _— thus — 
weeks now. Trading interest has been stagnant and price far have failed to respond to the accelerated pace of co 
changes with but few exceptions have been barely notice- industrial activity doubtless reflects the absence of any | P 
able. According to the Bureau of Labor index of 28 basic serious shortage as yet in the supplies of basic raw ma.) 
commodities recent price levels were only 7% above the terials. This fact coupled with unanswered question as to 
pre-war level of last August, and are 4% lower than last the song fate of Great Britain, if and when Hitler | R 
April when industrial production started to increase. At launches a mass attack, has influenced buyers to proceed | : 
the peak levels of last September this index was 27% above cautiously in acquiring raw materials much in excess of their C 
the early August, 1939, figure. Moreover, the declines have current needs. = 
Tik 
P 
a eee a T 
o \ 
2 L 
LABOR COST { 
2 = 
i LE 
g F 
“ \ 
: ° 
5 ti ‘ 
$ WHOLESALE PRICES 2 FINISHED PRODUCTS = 
3 i. 2 , 
fe | 
: : | 
! 
) 
“S — 
ti RAW MATERIAL | * 
Ts | | , 
| 1915 1920 1925 1930 1935 1940 MAMJJASONDIJFMAMJ JASON | 
1939 1940 ” 
U. S: DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES | ‘ 
Spot Market Prices—August, 1939, equals 100 | 
High _, - 26 Aug.2 Hieh . 1940 | 
28 Basic Commodities... 124.2 106.8 407.1 106.8 Domestic Agricultural... erm mer a —- 
Domestic Commodities... 418.7 105.5 105.8 106.6 «© RewIndusiial... 22.01) 4aes¢ 407.0 tose 09a iw 
| | 
" 5 
Latest Previous Y 
Doe Wh aeiisWheshle “Ane PRESENT POSITION AND OUTLOOK 
| 
COTTON Cotton. Recent price changes in cotton, in fa. 
Price cents per pound, closing the face of extreme dullness, have lacked signifi- | R 
CS NSE SER OS Aug. 3 9.41 9.39 9.04 cance. Developments of the past week featured a | 
RIPE MSRY 2 foc si-8 ri aioe atiidie ates Aug. 3 9.28 9.26 8.86 sudden, albeit brief, flurry of gray goods orders. “4 
PR eS ere ene Aug. 3 10.16 10.19 9.64 Meanwhile mill activity is being sustained at a | 
(In bales 000's) high rate, apparently under the well founded be- | 
Conmmmption, 9.5.55 56 csccsa2. June 557 637 578 lief that with department store sales running well 
EMGOOIES WORN. 5.55 :5:0 105. «10:65 9001s Aug. 2 95.9 11.5 98.1 ahead of a year ago, and with stocks in retailers’ | 
Total Exports, season Aug. 1 to....| Aug. 2 it ee 16.1 hands unusually low, large scale buying will not 
Government Crop Est............-] July 1 11,506  ...... 11,81 7(ac)} be deferred much longer. For the crop year ended 
Active Spindles (000's).......... Jone 21,943 22,217 21,771 July 31 last, domestic consumption of cotton was /¢ 
the second largest figure in history. Announce- | 
WHEAT ment of current loan terms are expected this'week. | 
Price cents per bu. Chi. closing eee ee - 
September................+06- Aug. 3 15%, 74g 6414, Wheat. Prices have pursued an_ irregular r 
EPRORIDRT oo aici misters oye Aug. 3 15%; 15i/ 65 course and developments favorable to higher levels ( 
Exports bu. (000's) since July1to...| July 27 11,409 7,863 8.367 have been meagre. The next Government crop | 
Exports bu. (000’s) wk. end....... July 27 3,546 3,395 1884 estimate will be released August 8. Recent pri- 
Visible Supply bu. (00's) as of...| July 27 146,294 132,761 140,059 vate estimates indicate a decline of about 12,000,- | 
Gov't Crop Est. bu. (000’s)....... July 1 798644 ...... 154.971 (ac)| 000 bushels from the July 1 figure, a drop much iB 
: , less than had been previously expected. With 
CORN the domestic carry-over of some 280,000,000 
Price cents per bu. Chi. closing bushels, total supplies of wheat in the 1940-41 
STS SR oe Bec eran Aug. 3 60 605 4134, | season will be about a billion bushels. The world 
BPRCRINDAT Si 5s) icine o's sane Aug. 3 56 57% 415 | carry-over is the largest in history. 
Exports bu. (000's) since July 1 to.} July 27 3,768 2,169 138 ee 
Visible Supply bu. (000's) as of...) July 97 24,711 23,910 29 562 Corn. Hot weather and a substantial lower- ¥ 
Gov't Crop Est. bu. (000's)....... | July 1 2 415998 ~—s«........ 2,619,137(ac) ing in private figures on the current crop have 
ay prec combined to permit com prices to move up. 
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ace of | | COPPER 
of any Price cents per Ib. Copper. Prices, which were as low as 1014 
Iw ma. F omestic............ cents a week ago, suddenly reversed their trend 
1 as to} Eipest i. ne ae yes : iad ped haces last week and under the impetus of good volume 
Hitler | Refined Prod., Domestic*......... June 86,077 86,029 61 N19 | of penning saute 11%4-11% cents. In the 
roceed | Refined Del., Domestic*....... loi 65.155 16.485 63.862 | face of the fact that supplies are ample, it appears 
f their b Refined Stocks, Domestic*........ June 199,586 178,664 335,012 | thet: peice’ synations- wore largely the result of 
. Copper Sales, Domestic* ~~ 58.495 12.120 y | thinness in the spot markets. Domestic consump- 
F ; tiki ari : baie, 183,151 | tion is holding up well and barring an early peace 
TIN | may reach 80,000 tons monthly in the fourth 
mes) | ag Aaa per rt 7 errant Aug. 3 52% 51.625 48.80 | TWarter. we ane <a 
= : in Plate, price $ per box......... Aug. 3 5.00 5.00 5.00 | i er . 
3 isi . that t float 
i ; hg he ni — as of...... June 30 31,869 28,873 30,039 | PR aa se — the fiemaiie 
US. Visible Supplyt as han reid - Keon ae 5,275 history, totaling 21,629 tons. It is understood, 
sa |p: SmmRIMRSPEN amen il pana wii : 3,300 5,339 however, that this tin is largely sold and should 
LEAD exert little pressure on prices. 
TY Pri t WN. 
US. > nina ~~ ’ “ae enue 3 5.05 Lead. Stocks of refined lead dropped 7,600 
rT ——— ~~ ric pes. oe tons in June and total supplies at the end of the 
Stocks (tens) U ¢ ie soe e eens — - aes : 919 oe month were the smallest in ten years. The drop 
: 16 pi tallies a : 2,955 129,636 reflected increased shipments and reduced produc- 
ZINC | tion. Demand has been fairly active. 
oe _— vit Ib., St. Louis....... Aug. 3 6.25 6.25 4.60 | Zine. Sales in the most recently reported 
Us. 4 cso on en re pion 52,979 39,450 | week totaled 11,614 tons bringing unfilled orders 
St, \ U.S os wl sheiieielaloletatecs ists une F 59,177 37,284 up to nearly 61,000 tons, or better than 11 weeks 
obtain en sel ll date June 30 70,673 75,036 135,241 shipments. Galvanizing rate is at 70%. 
‘ ‘SILK i. 
| i Silk. For the first time since the start of the 
| | dag weary Wa. “~~ ’ 5 2.5318 2.54 2.62 year, re mill takings in July showed an in- 
| | Visible Stocks N.Y. (bales) as of wri eta 17,307 26,134 crease. Imports were lower than takings and stocks 
0] isible Stocks N. Y. (bales) as of..| July 31 40,356 41,822 25,748 declined. Prices responded favorably to these 
| RAYON (Yarn) | figures. Mand 
| aoa itl Ga eh ~ " ge 53.0 51.0 | Rayon. Shipments last month were reduced 
. ee eile emanli ~~ ™ bn 31.9 33.0 by vacation shut-downs. Stocks continued sub- 
ene a teas vo ; 12.5 33.3 normal and demand is well sustained. Prices firm. 
* * * 
WOOL | a 
; Wool. Although production has been rising 
= — —e ~ —, - oa Aug. 3 % 100 87A| since May, there is still room for improvement 
eT eG E...| dae 1 bebe 17.5 20.2 | and this may be provided by increased consumer 
—— HIDES buying in the near future. e 
Price cents per lb. No. 1 Packer...) Aug. 3 1014 101% 12.0 . . ; 
reg ’ : ; . harply d th 
Visible Stocks (000's) as of... hy 1 mS (tae toe | ee ee 
—— B —— d Sk, Ys as of sr i July 1 8.5 7.6 8.1 ports and increased supplies. Hot weather re- 
‘ | ee oe Production, Prs.*...) June 27,600(pl) 29,262 32,313 sul‘ing in a sharp decline in cattle slaughter brought 
¥ | RUBBER | @ mild rally but buyers are cautious. Shoe produc- 
F | | - 
. | Price cents per it, lee Aug. 3 19.87 22.00 16.790 | tionis believed scheduled for an early upturn. 
S. : MINS OF ST «oc oso fs. as ons Seo s-as0.s June 45,506 51,619 48,438 : : : 
‘ Consumption, U.S.¢............. pce 53.889 51.431 34.363 | Rubber. Tire sales in June increased 17.5% 
Stocks U. S y f 2 ' and were the largest for any month since June 
2 tocks U.S. as of................ June 30 168,235 161,446 173,493 | 4939 Production declined 5.3% and manufac- 
ll Tire Production (000's)........... June 5127 5,415 4976 | ' hotel ’ 
’ . . ’ - , , turers’ stocks were down 15%. Distributors’ stocks, 
5 Tire Shipments (000's)............ June 6,719 5,720 5,849 ; 
Tire | ’ % Y ' | however, are very heavy. Rubber consumption 
; or ener We a a........ June 30 8,985 10,576 8,632 | for all of 1940 will probably drop appreciably 
“ COCOA | below 1939. er 
a yn cents per Io. September eos Aus. 2 4.09 4.10 4.11 | Cocoa. Prices dropped to the lowest levels 
a (bags a . Jone oe July 656.5 352.4 231.7 | for the current season. Recent arrivals have been 
srehouse Stocks (bags 000's)..../ Aug. 2 1,112.2 1.116.3 1,379.6 | very heavy, reversing the previous trend of imports 
COFFEE | which early in the year had been running about 
Pri 1,000,000 bags under the level of the same period 
rice cents per Ib; (Cc)... ...5..... Aug. 3 634-7 6%-71/g 7%! of 1939 
Imports, season to (bags 000's).....| July 1 14,026 12,762 13,878 ‘ * * * 
U. S. Visible Supply (bags 000's)..| July 1 1,486 1,640 1,408 | Siem Teter datas tex een eek Gili 
SUGAR refiners cut prices to record lows. Reductions 
ete | in other districts were less drastic. Keen competi- 
ag ° ; po 2.63 2.63 °.90 tion was held responsible. Domestic raw prices 
esha ices Satie Seale ag ey aa ie ; ; 9 | are at the lowest levels since the inauguration of 
Refined (Immediate Shipment)...) Aug. 3 4.20-4.35 4.50 4.30 | the quota system. Urgent need of remedial action 
U. S. Deliveries (000's)*.......... 6 mos. ct 2,899.2 | is indicated ; 
U. S. Stocks (000's)* as of (rr)..... June 30 1,033.3 2,947.2 928.7 | 
t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4.N. Y. (pl)—Preliminary. (rr)—Raw and 
refined. *—Thousands, 
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Latest Previous Year 
Date Week Week Ago COMMENT 
INTEREST RATES 
Time Money (60-90 days)........ Aug. 3 114% 114% 114% Recent bank statements reflect the decline in 
Prime Commercial Paper.......... Aug. 3 14-34% o-3%4% Vo% excess reserves anticipated in these columns two 
NN 65k CE dis emuiey Sy abs Aug. 3 1% 1% 1% weeks ago. The drop in excess reserves over the 
Rediscount Rate, N. Y............ Aug. 3 1% 1% 1% past fortnight totaled $270,000,000, the drop in 
the latest week amounting to $60,000,000. These 
CREDIT (millions of $) declines, however, are without special significance 
Bank Clearings (outside N. Y.)..... July 20 2,837 2,637 2,566 at this time and will prove more or less temporary, 
Cumulative year's total to......... July920 «=F6MROT ecw. 69,216 reflecting as they do the building up of Govern- 
Bank Clearings, N. ¥............. July 20 3,065 2,937 2,871 ment funds in Reserve banks. A\s these funds are 
Cumulative year's total to......... July 20 95.086 38 ...... 90,643 disbursed they may be expected to be diverted 
F. R. Member Banks to deposits of Member banks. 
Loans and Investments.......... July 24 23,947 23,743 22,135 i las 
Commercial, Agr., Ind. Loans...| July 24 4,462 4,464 3,899 New York City Member banks in the most 
TESTS en eee July: 24 411 408 681 recent week reported a decline of $15,000,000 in 
Invest. in U. S. Govts........... July 24 9,452 9,229 8,514 loans to commerce, industry and agriculture. 
Invest. in Govt. Gtd. Securities...) July 24 2,419 2,415 2,168 With declines shown in these borrowing in two 
Ober Securities....<5606050000% July 24 3,562 3,582 3,259 out of the past three weeks, the total outstanding 
Demand Deposits.............. July 24 20,984 20,932 17,601 is now $16,000,000 under the top figure of July 
ee July 24 5,314 5,316 5,237 10. After weeks of virtual stagnation, the stock 
New York City Member Banks market moved out of its rut last week, a circum- 
Total Loans and Invest.......... July 31 9,489 9,458 8,309 stance which was reflected in an increase of $14,- 
Comm'l Ind. and Agr. Loans....| July 31 1,698 1,743 1,438 000,000 in borrowings by brokers and security 
BIOKEIEMSOENBS 5 .sckda snc Ss es July 31 302 288 501 dealers. Investments by New York banks re- 
ie eg hl oa, EE July 31 4,059 4,048 3,201 corded a net increase of $29,000,000 last week. 
Invest. in Gov't Gtd. Securities...) July 31 1,289 1,288 1,127 mr on, Dae 
Other Socusiifies........5.055555 July 31 1,353 1,336 1475 In its recent monthly review of business and 
Demand Deposits.............. July 31 9,753 9,716 7,115 financial conditions, the New York Federal 
Time Deposits................ July 31 687 685 646 Reserve Bank discusses the possibility that com- 
Federal Reserve Banks mercial and industrial borrowing for the purpose of 
Member Bank Reserve Balance...) July 31 13,498 13,565 10,413 financing defense orders may have accounted for 
Money in Circulation..........| July 31 7,883 7,854 7,054 the July rise in commercial borrowings. (See 
Gold Stock. .............++--| July 31 90462 20,367 16,248 first paragraph). Although the level of com- 
Treasury Currency.............| July 31 3,024 3,020 2,895 mercial borrowings is still below the level attained 
Serre, ; July 31 2,249 2,299 2,370 in late 1937 and early 1938, July brought a net 
Excess Reserves............... | July 31 6,510 6,570 4,460 gain of $25,000,000 in such borrowings to New 
_- — York City banks, and an increase of $38,000,000 
NEW FINANCING (millions of $) for banks in other Federal Reserve districts. 
Corporate, month of............. June 11146 111.9 283.0 Weight is given to the possibility suggested by the 
New Capital, month of ......... June 9.3 29.2 31.2 fact that normally commercial borrowings reach 
Refunding, month of ........... | June 102.3 82.7 25.8 their seasonal lows in July. 
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No. of 
Issues (1925 Close—100) High Low July 27 Aug. 3 | (Nov. 14, 1936, Close—100) High Low July 27 Aug. 3 | 
309 COMBINED AVERAGE 67.1 45.3 48.8 50.5 || 100 HIGH PRICED STOCKS..... 68.30 49.40 52.94 54.88 | 
100 LOW PRICED STOCKS...... 58.30 36.43 40.80 42.40 | 
5 Agricultural Implements...... 103.6 63.6 67.8 70.3 || Ea Lk O)° ee ee rer ea 949 63.8 73.8 76.6 | 
6 Amusements............... ess. 45:8 465. 17.1: | A Meat Packing... 5.65.05 .0. 70.0 42.1 448 44.2 | 
15 Automobile Accessories. .... 96.2 65.5 72.9 76.3 || 13 Metals, non-Ferrous.......... 158.4 106.7 112.2 116.5 
AD PAMOMOONES 6s inc is oes sie sere 12.0 7 8.3 8.7 || BERING oo. ee Sawin x Aieccnhunrcer 19:4 41:8 42:2 +140 
12 Aviation (1927 Cl—100).... 235.5 158.8 159.2 166.7 || 22 Petroleum.................. 86.7 63.1 65.9 66.2 
3 Baking (1926 Cl_—100)...... 12.3 7.9 9.0 9.1 | 18 Public Utilities: 4.6562 660% 57.6 35.1 43.9 45.3 
3 Business Machines........... 1447:3 75.1 90:4 83:6 }| 3 Radio (1927 Cl.—100)...... 12.9 7.9 8.9 9.0 
DAM RMICANG 55-6 ais-o:0s oo o0 040 e ace 174.1 120.5 129.0 134.3 | 9 Railroad Equipment.......... 53:2 343 37.4 39:1 
20 Construction..............6. 33.60 19,4 21.2 ~23:0 PO MBILOBUS «5.0 20.e kw s hanes 13.6 es 8.3 8.4 
SCONERINEIS 56. 5 6.5:6:0/6500 eiersend 251.1 168.6 193.2 202.5 || SA) Te ee ONT 1:2 17 1:3 
9 Copper & Brass............. 103.6 65.7 65.7 69.4 D ShIDDUNGING «6.860 6.00 cierrs ae 118.1 T3i0 88.1 91.8 
2 Dairy Products.............. 83:6 “24.7 RES COB AAStecl RON ..i605-sccc2 cease 85.9 59.6 65.2 67.8 
7 Department Stores........... 20:9 13:8 15.5 16:6 | 22S ee 307 «86918 6«Sx 1s 
6 Drugs & Toilet Articles....... 58.4 36.1 37.4 38.0! OS Pela ee 180.2 135.4 147.6 156.5 
2 Finance Companies.......... 272.1 164.3 171.4 184.0 | 3 Telephone & Telegraph...... 41:5. 30:55 341 34:3 
T POOG BIGNESS 65 56 os5:60.0.80%0 117-8 384 87:7 87.2 MONEE cokes: Sonar d. acer ietehs, arc eiees 57.3 362 448 47:2 
3 Food Stores..........0.. 00. 56.1 37.7 440 449]|| 4 Tires &Rubber.............. 153 84 89 93 
4 Furniture & Floor Covering.... 56.9 326 37.1 37.8) AMID ARKO tes os acoinnsersirowled 90.2 728 75.2 75.6 
SGN AINING «5 oii ccisicis ens 968.7 551.4 582.8 595.9 | oO [eee tes ae 43.5 32.7 39.5 39.9 
6 Investment Trusts............ 24.55 15.5 16.1 16.9] 4 Variety Stores.............. 248.3 177.2 197.0 203.7 
3 Liquor (1932 Cl.—100)...... 164.2 109.1 125.1 130.7 || 20 Unclassified (1939 Close— 
DON. SRO ces ce 116.2 81.0 92.3 96.1 | J. CESAR aren aera 172:0 67.3 702 2:9 
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The Personal Service Department of Tue Macazine or WALL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





American Chain & Cable Co. 


Earlier this year, you counselled retention 
of 150 shares of American Chain & Cable 
common, Although the shares are still above 
my purchase price, they did give some ground 
from the levels existing at the time I in- 
quired. In view of our ten billion dollar de- 
fense program and its spur to industrial 
activity, do you think early recovery for my 
shares might be expected? Is the company 
likely to suffer directly or indirectly by profit 
restrictions on government orders? Is pres- 
ent backlog enough to carry volume opera- 
tions well into the fall? Please advise me— 


I. M., Nashville, Tenn. 


American Chain & Cable is the 
largest manufacturer of chains of all 
sorts and in addition produces a 
wide variety of other products, 
which are used among a well di- 
versified list of industries. No one 
product accounts for more than 20% 
of sales. In such a company, sales 
are naturally cyclical, varying in 
line with activity in the heavy in- 
dustries, but earning power of this 
concern is quite satisfactory under 
reasonably good conditions. Reflect- 
ing the high rates of activity in 
industry in general in the latter part 
of 1939, earnings for the year were 
equal to $1.99 per share, sharply 
improved over the 56 cents per 
share reported for the preceding 
term. In the first quarter of the 
current year, business was about 
25% ahead of the corresponding 
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period of the year before and it is 
expected that operations of this 
company, in common with the 
equipment industry in general, will 
benefit extensively over coming 
months from general business con- 
ditions as well as from any stimulus 
due to the rearmament program. 
Profits on any governmental orders 
would doubtless be limited and 
higher taxes may restrict earnings 
growth somewhat, but it is felt that 
1940 earnings will be considerably 
ahead of those of last year. Finances 
continue to be quite sound, the lat- 
est balance sheet, that for Decem- 
her 31, 1939, disclosing cash alone 
somewhat in excess of current liabili- 
ties and a current ratio of about 
5.7 to 1. Capitalization consists of 
56,919 shares of 5% cumulative pre- 
ferred, currently convertible into 
four shares of common stock, and 
989,529 shares of common. Divi- 
dends on the common have varied 
from time to time in line with earn- 
ings but are usually liberal when- 
ever possible. Accordingly, mainte- 
nance of current distributions is 


looked for and some increase later 
on would not be surprising. The 
shares have a good degree of appeal 
at current levels and we advise re- 
tention of speculative holdings. 





Gulf Oil Corp. 


How much of a stake has Gulf Oil in the 
sulphur industry and approximately what 
part of this year’s earnings will be from that 
source? Do you think current prospects still 
justify construction of the proposed $5,000,- 
000 refinery in Philadelphia? Do you con- 
sider the shares of this company a good 
speculation at present prices?—in view of our 
big defense program?—possible involvement 
in war?—D. C. L., Milford, Conn. 


Earnings of Gulf Oil Corp. in 
1939 were equal to $1.69 per share 
on the common stock, up mod- 
erately from the $1.43 per share re- 
ported for the preceding year. The 
concern is one of the major com- 
panies in the industry. Properties 
total more than 11,000,000 acres 
and include interests in practically 
all important oil producing areas in 
this country and, in addition, the 
organization has sizable holdings in 
Venezuela. Operations are highly 
integrated, the company producing 
most of its own requirements of 
crude oil. Thus earnings tend to 
reflect gasoline prices, the outlook 
for which is somewhat uncertain at 
this time due to excessive inven- 
tories. However, possible higher 
consumption later on should make 
for a firmer price structure. The 
company’s interests in the sulphur 
industry are large, but as yet sul- 
phur constributes only a minor part 
of earnings. The $5,000,000 addition 
to one of its plants would seem 
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justified since plant expansion in re- 
cent years has improved the posi- 
tion of the company. Finances con- 
tinue to be quite sound, the balance 
sheet at the 1939 year end disclosing 
a current ratio of about 3.6 to 1. 
Capitalization is not burdensome 
for a company of this sort, funded 
debt and long term notes outstand- 
ing in the amount of $51,112,595 
being the only securities ahead of 
the 9,076,202 shares of capital stock. 
Dividend policy has in the past been 
rather conservative and it is ex- 
pected that the current $1 annual 
dividend rate will be maintained. 
While the outlook for the oil indus- 
try as a whole does not indicate any 
important improvement over the 
near term, the longer range outlook 
imay improve and Gulf Oil should 
be in a position to benefit from such 
improvement. Accordingly, reten- 
tion of your holdings on that basis 
would be warranted. 


Life Savers Corp. 


Can you tell me to what extent earnings 
cf Life Savers Corp. might be affected by 
operation of Canadian subsidiary and the 
disparity between currencies? Are candy 
sales running as well as or better than in the 
March 31st quarter? What effect might new 
toxes have on sales?—revenues? I own 110 
shares purchased at 42. In your opinion, 
should these shares make a comeback to 
levels close to 1940 highs of 45? Your advice 
at this time would be appreciated. —S. K. N., 
St. Paul, Minn. 


Life Savers occupies a dominant 
position in its industry, accounting 
for about 90% of domestic sales of 
mints and approximately 60% of 
sales of fruit drops. Distribution is 
effected on a rather wide scale with 
products being sold directly to large 
chain organizations, to practically 
8,000 wholesalers and to the ulti- 
mate consumer through more than 
$00,000 retail outlets. The low unit 
selling cost makes for a relatively 
good degree of stability in sales 
although volume is influenced to a 
certain extent by consumer purchas- 
ing power. Earnings for the first 
six months of 1940 were equal to 
$1.45 per share on the capital stock 
which compared with $1.44 per share 
in the corresponding period the year 
before. Only about 10% of total 
sales is accounted for by the con- 
cern’s Canadian subsidiary and 
foreign exchange losses, which 
amounted to 16 cents per share for 
1939, should not seriously affect 
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earnings of the company over com- 
ing months. It is not believed that 
new taxes in this country will be 
particularly burdensome to the com- 
pany. The concern is protected on 
its ingredient costs for about a year 
and while it is likely that operating 
costs will be somewhat higher, in- 
creased sales should offset these 
higher costs to a large extent and it 
is expected that 1940 results will 
approximate the $2.98 per share re- 
ported for the preceding year. 
Finances continue to be quite sound, 
the balance sheet as of the 1939 year 
end disclosing cash alone well in ex- 
cess of total current liabilities. Capi- 
talization is rather simple, capital 
stock outstanding in the amount of 
$43,774 shares having the only claim 
on assets and earnings. Current 
dividend rates are believed to be 
quite secure and the stock returns a 
reasonable yield at present prices. 
Primarily for income, we recommend 
retention. 


May Department Stores 


What effect have recent war developments 
had on imports and inventory policy of the 
May Department Stores? How may defense 
taxes offset sales . . . consumer purchases of 
luxuries . . . mark-ups? Are sales and earn- 
ings on a par with last year’s? Are all six 
of the company’s stores reported doing a good 
business? What action do you advise on 150 
shares purchased at 50%? If you think well 
enough of the shares, I might average up at 
present prices—Mrs. C. M. W., East Orange, 
ved. 


May Department Stores reported 
earnings of $3.58 per share on the 
common stock for the fiscal year 
ended in January of 1940 which 
compared. with $3.10 per share re- 
ported for the preceding fiscal term. 
The company operates six depart- 
ment stores in Akron, Baltimore, 
Cleveland, Denver, St. Louis and 
Los Angeles, with a branch store 
having been recently opened in the 
latter city. All units carry medium 
and higher priced quality goods and 
sales of the system as a whole have 
been running at somewhat better 
levels than this time a year ago, 
with indications pointing toward a 
continuance of this situation. Ope- 
rating in industrial areas, volume is 
dependent on levels of employment 
and consumer purchasing power. 
The retail trade industry is expected 
to benefit from better consumer 
purchasing power over coming 
months in spite of higher taxes. 


With inventory and costs well con- 
trolled, earnings of the subject com- 
pany are not expected to suffer. 
Finances continue to be quite strong, 
the balance sheet as of January 31, 
1940, the fiscal year end, disclosing 
current assets of $32,564,757, includ- 
ing cash of $5,653,685, as compared 
with total current liabilities of $5,- 
416,635. Continuation of the cur- 
rent $3 annual dividend rate seems 
assured. With the outlook pointing 
toward maintenance of earnings for 
the current fiscal term at about year 
earlier levels, the shares have a good 
degree of appeal, particularly for in- 
come, and we recommend retention 
of your holdings, but we feel that 
averaging should await the removal 
of uncertainties facing the market. 


Union Bag & Paper 


Has demand for Union Bag & Paper's 
products been sustained in the face of paper 
price rises? How do net earnings and profit 
margins compare with last year? Are wrap- 
ping paper and liner-board a substantial part 
of the company’s total production and are 
these items the most profitable? Do your 
analysts think the shares might soon recover 
to 1834, this year’s high? I am contemplat- 
ing investment in this company and believe 
current levels of 10—10'4 might be attrac- 
tive. Is this viewpoint sound?—Mrs. V. B., 
Montclair, N. J. 


Union Bag & Paper reported earn- 
ings of $1.82 per share for the twelve 
months ended in June, 1940, com- 
paring very favorably with 46 cents 
per share earned in the similar period 
last year. Demand for the. com- 
pany’s products continues to be 
quite good and, coupled with higher 
prices for products, earnings should 
make further gains over the inter- 
mediate future. The company is 
the world’s largest manufacturer of 
paper bags and is an important 
maker of wrapping paper and liner- 
board. Profits are higher on bags, 
which account for about 70% of 
dollar sales, though importance of 
other lines is growing. Since the 
company’s paper products are allied 
quite closely to consumer’s goods, 
volume tends to fluctuate in line 
with public purchasing power. Com- 
petition in the industry is quite 
keen but the subject concern has a 
strong trade position and should be 
able to obtain a good share of ex- 
pected improvement in orders. Fi- 
nances continue to be quite sound, 
the balance sheet as of December 
51, 1939, disclosing cash alone some- 
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what in excess of total current 
liabilities. Dividends on the com- 
mon stock should continue at about 
present levels. With the bulk of its 
operations now located in the South, 
operating costs should be lower, and 
this factor, together with higher 
prices for its products, should im- 
prove profit margins. On the basis 
of the optimistic outlook, the shares 
have a relatively good degree of 
speculative appeal, and we would 
ordinarily endorse commitments, but 
we feel that purchases should be 
postponed at this time until the 
near term trend of the market has 
become more clear. 


Climax Molybdenum 


Since about half of Climax Molybdenum 
sales were to the export market, now either 
cut off or threatened, what is the outlook for 
these shares? Can accelerated steel produc- 
tion under our defense program stimulate 
Molybdenum sales enough to make up for 
foreign orders lost? I hold 130 shares at 
481%. Do you think I might see price I paid 
before the end of the year? Would appre- 
cate your latest analysis—F. J. T., Detroit, 
Mich. 


Climax Molybdenum reported 
earnings of $1.38 per share for the 
first half of 1940 as compared with 
$1.02 per share in the first half of 
1939. The near term earnings out- 
look for this company is somewhat 
uncertain since the moral embargo 
has caused loss of Russian, Japanese 
and German business. The collapse 
of France has caused a loss of orders 
from that country and English busi- 
ness is somewhat uncertain. How- 
ever, shipments to foreign un- 
embargoed countries over coming 
raonths are likely to be at better 
levels and with steel production in 
this country expected to be at good 
rates, such factors should be of 
benefit to a certain degree. The 
metal industry as a whole is facing 
good operations over coming months 
and Climax should participate ex- 
tensively in domestic — business. 
The company is the largest pro- 
ducer of molybdenum, accounting 
for about 70% of the world’s out- 
put. Reserves are equal to about 
$5 years’ operations at current 
rates. Markets for molybdenum 
are constantly widening and the 
company has a good measure of 
longer term growth possibilities. 
Finances are quite strong, the bal- 
ance sheet at the 1939 year end 


disclosing current assets of $12,329,- | 
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watch a professional baseball game 
played under lights. 


¢ Yet, the idea of night baseball 
was advanced as early as three dec- 
ades ago. True, nothing was done 
about this so-called “fantastic 


” 


country with a portable lighting 
system and played before fans at 
night in much the same manner as a 
carnival troupe. 


¢ Night baseball at last became 
a reality. And it proved increasingly 
popular, evidenced by the fact that 
in the past ten years it has devel- 
oped in the minor leagues to a point 
where seven games out of every ten 


are today played under lights. 
¢ In 1935 night baseball grad- 


uated to its first major league park. 
So rapidly has it caught on here that 
eight of the big league parks are 
now equipped with the most mod- 
ern lighting facilities. And we are 
proud to say that five of these light- 
ing systems were designed and in- 
stalled by our own company. 


° One has only to check the turn- 
stiles to appreciate how eagerly the 


public has taken night baseball to 
its heart. 


¢ In 1939, for instance, nearly 
one million persons attended major 
league night baseball games. The 
night games at Shibe Park, Phila- 
delphia, topped the daytime atten- 
dance average five to one. In Comis- 
key Park, Chicago, the first six night 
games drew over 188,000 paid ad- 
missions. 


¢ There has been similar enthu- 
siastic response to night games 
played in the Polo Grounds, New 
York; Sportsman’s Field, St. Louis; 
Forbes Field, Pittsburgh; as well as 
those at other baseball parks. 


° Consider if you will the unusual 
demands of a lighting system that 
must provide glareless illumination 
for a fast night baseball game. 


¢ At Forbes Field, Pittsburgh, 
our most recent installation, more 
than 210 million candlepower of 
light is spread over the field from 
864 floodlights, each of some 1500 
watt capacity. Their combined out- 
put would be enough to light every 
home ina city of 25,000 population. 
If this light were concentrated in a 
single unit it would make a news- 
paper readable more than 18 miles 
away. Distributed as it is, the illu- 
mination over Forbes Field is 19 
times brighter than the average bus- 
iness man’s desk. 


¢ Fortunately, we at Westing- 
house were able to bring to this 
exacting problem a long and highly 
varied lighting experience. Through 
the important contributions we have 
made to better lighting, stores have 
been made more attractive to shop- 
pers; factories and offices more effi- 
cient for employees; school rooms 
more conducive to study; public 
thoroughfares, airports and river 
docks infinitely more safe. 
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947, including cash of $8,678,521, 
as against current liabilities of 
$2,431,977. Common _ stock out- 
standing in the amount of 2,520,000 
shares comprises the sole capitaliza- 
tion of the company. The current 
30-cent quarterly dividend rate is 
expected to continue. We feel that 
current prices give full considera- 
tion to the near term uncertainties 
in the outlook for the company and 
since the longer term indicates in- 
creasing earnings upon the restora- 
tion of more normal conditions, we 
feel that retention as a longer term 
speculation would be the advisable 
course to follow. 





Tubize Chatillon Corp. 


Under new war restrictions limiting Euro- 
pean shipments of rayon to South America, 
can it be assumed that Tubize Chatillon’s 
sales there will expand in the next year? 
What is the company’s income from the 
leasing of the Singmaster patents? Are 1940 
earnings from all sources likely to surpass 
last year’s? What is your opinion of the com- 
mon’s chances and what do you now advise 
on 150 shares at 1142?—Mrs. L. P. B., New 
Orleans, La. 


Operations of Tubize Chatillon 
have recovered quite satisfactorily 
and earnings for the first six months 
of 1940 were equal to 44 cents per 
share on the common stock, a good 
gain over the deficit of 89 cents per 
share reported for the corresponding 
period of last year. The company 
is an important manufacturer of 
rayon yarns, having an annual 
capacity of 16,000,000 pounds of 
viscose rayon yarns and 4,000,000 
pounds of acetate yarns. The ace- 
tate yarn is sold largely to weavers 
and about one-third of the viscose 
yarn is used in the company’s own 
knitting mills, with the balance go- 
ing to the underwear and cutting- 
up trades. The company owns the 
Singmaster patents for delustering 
rayon yarns and leases their use to 
other manufacturers on a royalty 
basis. Income from such royalties 
is of minor proportions. Sales are 
the principal determinant of earn- 
ings since price changes in rayon 
are not frequent and the longer term 
decline in prices has narrowed profit 
margins. However, sales are ex- 
pected to be at good levels for some 
months ahead, aided by lessening 
of foreign competition, and possible 
higher operating costs can doubtless 
be passed on in the form of in- 
creased prices. Accordingly, we 


look for further improvement in 
earnings over the intermediate term. 
Finances continue to be quite satis- 
factory, the balance sheet as of 
December 31, 1939, the latest avail- 
able, disclosed current assets of 
$5,310,327 as against current liabili- 
ties of $1,489,390. Cash of $2,800,- 
345 was nearly double total current 
liabilities. Early dividend declara- 
tions on the common stock are 
problematical but the issue appears 
to have a relatively good degree of 
speculative appeal at this time. 
Accordingly, we feel that moderate 
commitments should be retained. 


Texas Pacific Coal & Oil 


With the tremendous number of planes, 
tanks and ships projected within current 
U. S. arms program, it would seem to me 
that Texas Pacific Coal & Oil stock is an 
attractive buy at current low prices of around 
6. Am I right in this assumption? I have 
100 shares purchased at 8 and am thinking 
of purchasing more. Please appraise these 
shares and advise on recent earnings, refinery 
and manufacturing activities, sales and divi- 


dend outlook—Dr. W. T. B., Chicago, Ill. 


Texas Pacific Coal & Oil Co. re- 
ported earnings of 33 cents per share 
for the first half of 1940 which com- 
pared with 47 cents per share in the 
first half of 1939. To a large ex- 
tent, this decline in earnings was 
the result of higher operating costs. 
The company is one of the smaller 
units in the oil industry, chiefly a 
producer of crude oil with opera- 
tions centering mostly in and around 
Texas. The company is dependent 
in a large measure on crude oil 
prices, which are about the same 
at this time as a year ago and no 
important change is looked for over 
the near term. However, production 
should be at somewhat better levels 
over coming months although the 
company would not benefit ex- 
tensively from the rearmament 
program. Development of new prop- 
erties has longer term profit poten- 
tialities. Finances continue to be 
sound, the balance sheet for the 
1939 year end disclosing cash alone 
somewhat in excess of total current 
liabilities, but working capital posi- 
tion is relatively small, although 
probably adequate. Capitalization 
is simple, the 888,236 shares of com- 
mon stock having the only claim 
on assets and earnings. The cur- 
rent 40-cent annual dividend rate 
per share is believed to be safe. 
While the outlook for the oil indus- 


try as a whole does not indicate any 
sharp improvement over the near 
future, the longer term outlook is 
more encouraging. Accordingly, we 
feel that moderate commitments 
made on a speculative basis in the 
subject issue may be retained at 
this time, though we do not counsel 
additional purchases. 





Boom Demand for Copper 
Fabricators? 





(Continued from page 530) 


the past ten years—1932, 1933 and 
1938—did this company report a 
deficit after all charges, and includ- 
ing these deficits average annual 
earnings since 1929 have been $1.35 
a share. This is one of the com- 
panies that practices the “ever- 
nurmal” inventory method with the 
result that while earnings may 
fluctuate, the changes are of lesser 
violence. Last year the company 
began to feel the effects of rising 
business in the second quarter, 
thereafter earnings making succes- 
sive gains in each quarter. For the 
full year $1.53 a share was reported 
as compared with a deficit of $0.23 
a share the year before and a profit 
of $4.70 a share in 1937. The com- 
pany started this year in a propi- 
tious manner with first quarter earn- 
ings of $0.31 a share as compared 
with a deficit of $0.18 a share in the 
same period of 1939. Second quar- 
ter results are not likely to be sub- 
stantially better than those of the 
initial period but the outlook for 
the second half of the year is con- 
siderably better and it is likely that 
last year’s fair earnings will be im- 
proved in a substantial manner. 
The company has already disbursed 
$0.25 a share in dividends this year 
and further payments are likely. 
The fourth largest copper fabri- 
cator, Bridgeport Brass Co., is 
unique in that it is not visibly con- 
trolled by any of the large copper 
miners. The company’s earnings 
record, while not quite as good as 
that of Anaconda Wire & Cable, is 
nevertheless reasonably satisfactory, 
considering the type of business in 
which the company operates. While 
operations in the years 1930, 1931 
and 1932 resulted in sizable deficits 
no further losses were incurred until 
1938 when a deficit of $0.27 a share 
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was reported. Last year Bridgeport 
Brass reported profits.of about $0.48 
a share and net earnings of $0.38 a 
share of common stock for the first 
quarter of 1940 as compared with 
$0.01 a share a year before. With 
plant improvements just coming 
into full effectiveness this year and 
a widely diversified line of products, 
it is probable that the company will 
report the best profits since 1936 
when $1.46 a share was earned. 
Dividends have been held in abey- 
ance pending the completion of the 
expansion program although some 
small token payment is possible for 
this year. 

While it is admitted that the cop- 
per fabricators as a group face many 
future uncertainties such as_ the 
fluctuations of the price of copper, 
the probable duration of the war 
abroad and the ability of Britain to 
make heavy purchases here as well 
as the timing of the start of our 
own extensive rearmament program, 
it would seem as if the market prices 
of the various fabricator shares have 
rather fully discounted the most ad- 
verse of the future possibilities. 
Most of the shares possess strong 
earnings leverage which should make 
an effective showing since the com- 
panies are now operating on a profit- 
able basis. Should second half busi- 
ness be anything like its potentiali- 
ties then the fabricator shares would 
seem to hold exceptional speculative 
possibilities. 





What War Means to 
Westinghouse 





(Continued from page 518) 


will not unduly hamper Westing- 
house Electric who does consider- 
able business other than that of the 
Government. Even increased taxes, 
if they are applied on a basis of earn- 
ings on invested capital, will not 
affect Westinghouse as much as it 
will some of its competitors for West- 
inghouse, with its more than $200,- 
000,000 of invested capital earned 
only 6.9% on that figure last year 
and even less in two of the past five 
vears. On the other hand, General 
Electric earned 12.1% on its invested 
capital of $340,600,000 and did 
equally as well on average for most 
of the recent five years. Despite in- 
creased taxes it is probable that 
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Westinghouse will report close to 
record earnings for 1940. 

Westinghouse Electric has always 
been—and probably will always be— 
liberal in the matter of dividend pay- 
ments. During the past 20 years 
the company only omitted to pay 
some dividends in one year (1934) 
on the common stock. This despite 
the fact that fairly heavy net losses 
were reported in 1931, 1932 and 1933. 
While no cash was distributed to the 
common stock holders in 1933 the 
stockholders received a dividend of 
Radio Corp. stock which was mar- 
ketable and the preferred stock- 
houlders had the option of accepting 
the Radio shares or $3.50 in cash. 
Last year the common stockholders 
received $3.50 a share and so far this 
vear $1.75 a share has been paid. 
The rate may well be increased dur- 
ing the last half of this year and 
restoration of the old $5 basic rate is 
not outside of the realm of possi- 
bility. 

So far we have talked only of the 
heavy industrial side of Westing- 
house’s business and the possible di- 
rect effects of a war economy upon 
the company. There is also another, 
and perhaps newer, side of the busi- 
ness and that is the number of house- 
hold devices where Westinghouse 
ranks high. Increased industrial ac- 
tivity occasioned by armament ord- 
ers and the more natural forces of in- 
dustrial recovery, are expected to 
put many people to work with a con- 
sequent increase in consumer buying 
power. Moreover, with the return- 
ing tide of industrial recovery, many 
consumers are likely to regain some 
measure of confidence in the near 
future and make many long deferred 
purchases of semi-durable goods such 
as refrigerators and other household 
devices. First half 1940 sales of 
electrical goods indicates that this 
trend is already under way for they 
were approximately 20 better than 
those of the first half of 1939 and 
dealers are preparing for approxim- 
ately the same volume for the last 
half of this year. Refrigerator sales, 
which were said to be close to a sat- 
uration point for the last several 
years, not only staged a sharp recov- 
ery last year but have continued 
their gains through this year and are 
approaching new high ground. The 
same thing applies to washers, iron- 
ers, household fans and a large vari- 
ety of cooking devices, most of which 
are made or sold by Westinghouse as 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The directors of Chrysler Corporation 
have declared a dividend of one dol- 
lar and twenty-five cents ($1.25) per 
share on the outstanding common 
stock, payable September 12, 1940, 
to stockholders of record at the close 
of business, August 12, 1940. 


B. E. HUTCHINSON 
Chairman, Finance Committee 














The “Pocket Statistician”, 
112 pages of vital facts 
and ratings on 1542 lead- 
ing common and pre- 
ferred stocks ... issued 
monthly 


ADJUSTABLE STOCK RATINGS— 
revised monthly—12 issues annually 
—gives the essential statistics at less 
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Forthcoming Dividend 





es 
Meetings 

Company Time Date 
PROBATION «5-95. 6n 055 0 s0e0:00s 9.15 9/11 
Bangor & Aroostook R. R. 5% Pfd.. 9:30 8/21 
Beech Nut Packing. . ; . o— 8/19 
Blnck OA Docker... .005006..00.00%% 3:30 8/28 
Chicago Flexible Shaft............. 9:30 8/14 
Commercial Credit Pfd. & Com...... 11:00 8/29 
ee eee 2:00 9/10 
ge i Se 11:15 8/19 
El Paso Natural Gas............... —- 8728 
PMN 66s kG kc nisep vves es os 11:00 8/26 
Firestone Tire & Rubber............ 9:30 9/6 
Food Machinery Pfd. & Com........ 9:15 9/ 3 
ee 9:30 9/13 
Sees Pewder...............0.5 10:00 8/28 
Humble Oil & Ref................ 11:00 8/19 
Kimberly-Clark Pfd. & Com......... 10:00 8/20 
RN eo Wis obs nya’ &S, 65000 bcd nos 9:30 9/3 
Link Belt Pfd. & Com.............. 10:00 9/24 
Mathieson Alkali Pfd. & Com....... 9:30 8/28 
Mead Johnson.................... 10:00 9/3 
Monsanto Chemical............... 10:00 8/16 
National Cash Register............. 3:30 8/29 
Penney, J.C... eee li, 9/3 
Raybestos-Manhattan We SO eae 12:00 8/21 
Standard Brands Pfd. & Com........ — 8/28 
Ee 9:30 8/21 
Union Carbide & Carbon........... — 8/27 
U. S. Tobacco Pid. & Com.......... 11:00 8/21 
All ti on stocks unless other- 


wise specified. 





a part of their now complete line of 
electric equipment. Light equip- 
ment is a relatively new departure 
for Westinghouse but it is proving 
more and more profitable and may 
eventually serve asa strongly stabil- 
izing influence on earnings. 
Westinghouse Electric common 
stock has long been one of the “blue 
chips” of the Stock Exchange and 
even now is selling in the 90’s. Cur- 
rent prices represent a recovery of 
about 23% from the year’s low al- 
though it is still about 11% below the 
1940 high of 118. The shares are 
mostly in strong hands so that the 
market is sufficiently thin to afford 
it the opportunity to rise rapidly 
under but moderate demand. Con- 
versely, the stock is so well regarded 
by investors that all but the largest 
offerings are easily absorbed and the 
tendency is to rise with greater ease 
than to decline. Since the shares 
offer such a broad cross section of 
industry through Westinghouse’s ser- 
vice to many branches of industrial 
activity, it offers an excellent method 
to participate in relative safety in 
the betterments that are expected to 
accrue through the large expendi- 
tures for rearmament and industrial 
recovery. Moreover, even the cur- 
rent dividend rate gives a satisfac- 
tory return on the investment and 





this rate of return may be expected 
to increase in prosperous years 
through larger dividend payments. 





Europe's Famine and the 
American Farmer 





(Continued from page 515) 


farmers will total $1,500,000,000. 

But all these disbursements have 
failed to prevent surpluses from pil- 
ing up and their consequent pressure 
on prices. Over the past five years 
stored stocks of wheat have averaged 
172,000,000 bushels. This year the 
carry-over is 288,000,000 bushels, 
raising total supplies for the current 
crop year to nearly a billion bushels. 
The world carry-over of wheat is the 
largest on record. Carry-over of 
corn this year amounts to 675,000,- 
000 bushels, compared with a normal 
storage supply of 250,000,000 bush- 


‘els. Stocks of pork and lard are 


heavy as are tobacco, while supplies 
of cotton total 11,000,000 bales. 


All over the world more food is 
normally produced than is con- 
sumed. Consumption has not, it is 
supposed, reached the saturation 
point, but the standard of living in 
many nations will not support a 
larger consumption of food. What 
the final solution to the problem may 
be in terms of our own national 
economy no man can say. It is to 
be doubted, however, that the prob- 
lem resolves itself so much into the 
question of whether the war in 
Europe is prolonged or ends in an 
early peace. Neither can be expected 
to alleviate permanently the burden 
of large surpluses. 

It is certain, however, that our 
own farm problem cannot be solved 
or even mitigated effectively by any 
system of bounties which does not 
provide for some control of produc- 
tion and the stimulation of consump- 
tion. Despite the trial and error 
methods which have characterized 
our farm programs of recent years, 
some progress appears to have been 
made in such directions as soil con- 
servation, crop rotation and _ in- 
creased consumption, rather than 
destruction. 

Although the majority of people 
in. the United States look askance at 
any economic planning which de- 
pends upon mutual agreements with 








foreign nations, such an attitude may 
have to undergo considerable modi- 
fication in the months to come. 

All of the countries, except Aus- 
tralia, which have large surpluses of 
foodstuffs come within the sphere of 
the influence of the United States. 
It is not inconceivable, therefore, 
that all of the nations which are 
large exporters of foodstuffs can be 
drawn together in some form of 
agreement which sets export quotas 
and is otherwise designed to allot an 
equitable share of world markets to 
these nations. Such a program 
would fit logically into the current 
efforts toward Western Hemisphere 
solidarity. 

If the United States would take 
the leadership in this program, and 
display a willingness to be reason- 
able and generous it might find that 
in time such a program might not 
only go a long way toward a more 
permanent solution of our domestic 
farm problem but might also be an 
effective weapon of defense against 
international barter systems. It 
might cost us something, but it 
would be worth it. 





As I See It! 





(Continued from page 504) 


powerful and constructive force while 
assisting the world along sounder and 
more permanent ways. 


lV. Hitler's Interest in the Am- 
ericas Is Political and Economic 


The Nazi scheme of world domina- 
tion has madness in it, coupled with 
stark realistic necessity. (1) The 
wealth and natural resources of the 
United States are a prize that the 
Nazi adventurers covet. (2) They 
seek to destroy our way of life be- 
cause the Nazi system is doomed if 
we survive. (3) The drive for mar- 
kets in the Americas is essential as an 
outlet for German manufactured 
products, and in order to bring bal- 
ance to the Nazi economy which in 
the New European set-up would 
otherwise be impoverished. 

The Nazi plan expects to oper- 
ate through German controlled in- 
dustry in Latin America where Hitler 
hopes to gain access to the markets of 
the United States and Canada— 
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whic 
buy! 
mea 
Sout 
Aski 


cure 
dern 
trad 
final 
fifth 
try, 
on 
inte; 
litic. 

F 
in ¢ 


boli 


Hav 
Lat 
to | 
the: 
infl 
of 

eco 
of | 
ma 
fou 
dar 
sen 
eno 
to 
str 
al 
tio! 


Fire 
Fre 
Fre 








nodi- 


Aus- 
es of 
re of 
ates. 
fore, 

are 
n be 
1 of 
otas 
it an 
is to 
Tram 
Trent 
here 


take 
and 
son- 
that 
not 
nore 
stic 
> an 
inst 


hile 
and 


m= 
mic 


na- 
rith 
The 
the 
the 
hey 
be- 
1 if 


\ar- 


red 
yal- 
in 
uld 


er- 
in- 
ler: 
of 


_— 








which possess the largest individual 
buying power in the world. In the 
meantime, German purchase of 
South American products , under 
Aski Mark agreements, used to se- 
cure foreign exchange, would un- 
dermine prices and cut into the 
trade of the United States. And 
finally, - through subversive and 
fifth column activities in our coun- 
try, Hitler would attempt to bring 
on civil war and with it the dis- 
integration of our economic and po- 
litical system. 

Fortunately, the United States is 
in a position to combat this dia- 
bolical ingenuity. 

Secretary Hull’s real success in 
Havana clearly indicates that the 
Latin American countries are alive 
to the danger of their position, if 
they ever fall entirely under Nazi 
influence. With Hitler in control 
of their European markets, the 
economic and political domination 
of Latin America would be only a 
matter of time. Evidently they 
found that the proposals for soli- 
darity of this Hemisphere, as pre- 
sented by Secretary Hull, contained 
enough meat to warrant a willingness 
to cooperate fully. This conclusion is 
strengthened in that their fear of 
a Nazi victory with all its implica- 
tions did not prevent them from ac- 








cepting the American program. 

In spite of the gloomy oracles, 
the United States is in a position 
and has the means to work out a 
sound plan for this Hemisphere. 
For example, we imported some 
$2,300,000,000 worth of needed 
goods in 1939. Sc long as we can 
buy that amount from other coun- 
tries, and regardless of a shift in 
sources of supply, we can arrange 
with the outside world to take at 
least $2,300,000,000 worth of ex- 
ports, by blocking our payments for 
imports exactly as the totalitarians 
do. 

In view of our present necessity 
we can by various shifts of one kind 
and another buy a large percentage 
of these goods in South America. 
And by development, financing and 
other methods we can increase this 
trade. Our plans can be furthered 
also by encouraging American tour- 
ist travel in South America which 
would help to offset the substantial 
trade deficit that Latin America has 
with us at the present time—and 
which would give them American 
gold and dollars instead of German 
Aski Marks. A cartel system will 
enable us to market soundly the bal- 
ances of South American goods not 
necessary for our purposes—and 
thus prevent price chaos.* 





It is plain that the United States 
can solve its problems by concerted 
effort in South America and that our 
gold can further be a factor in saving 
the desperate human beings in Eu- 
rope—and rebuilding the world on a 
sane and sound basis. 





*The facts, figures and details of this 
country’s potential part in world and hemi- 
sphere trade will be supplied in an article on 
“The Battle for World Trade Supremacy,” 
appearing in the next issue—Enrtor’s Nore. 





Freezing Hot Money 





(Continued from page 513) 


a trade agreement with Sweden 
which will leave the latter with an 
unfavorable trade. balance. Apart 
from her own resources, Sweden has 
about $217,000,000 of investments 
and balances in this country which 
presumably will be drawn upon in 
order to pay Germany for the ex- 
cess of imports over exports. Though 
the Reich has not found it neces- 
sary actually to invade Sweden, she 
can apparently impose her will by 
the mere threat of arms. The im- 
position of such a trade agreement 
is certainly as neat a way as any of 
forcing Sweden gradually to draw 





DIVIDENDS RECENTLY DECLARED 








Company Am't Rate 
American Can Pfd.................. US Q 
American Steel Foundries........... 25 - 
Ce ee 25 _ 
Barnsdall Oil............ Bead 15 Q 
Bethlehem Steel.................... 1.25 _— 
OES CESS ar ne ee .30 — 
Brooklyn Edison................... 2.00 Q 
Champion Paper & Fibre............ 25 _ 
OS SERA nn OO ee ee 1.25 _ 
Consolidated Edison................ 50 Q 
Dixie-Vortex $2.50 Class “A"...... 62% Q 
Firestone T. & R. Pid. "A".......... 1.50 Q 
FIOOROIUSMIDNEE. . 56 c ccc oee se 25 Q 
Freeport Sulphur extra.............. 50 Q 
GeneteliFoods... 5... 500 cccccess 50 Q 
Hazel-Atlas Glass................. 1.25 Q 
MUA BREN ciofsiare/s\cisinis/oiets stein Zotsiaia 1.00 ar 
Int'l Harvester 7% Pfd.............. 1.75 Q 
Kennecott Copper.................. 25 = 
Kennecott Copper special........... 50 a 
ONO CMOCEIY. 5 oro csc oco/sitisccicese 50 = 


Record Date 
Date Payable Company 
9/17 10/1 Liggett & Myers Tobacco 
9/14 9/30 
8/5 9/3 Macey, Re Fh... 2.2. e. 
Manhattan Shirt........... 
8/15 9/9 
8/9 9/3 National Lead............ 
8/15 9/3 New Jersey Zinc........ 
8/9 8/31 
Olis Elevator............. 
8/31 9/16 
8/12 9/12 ew Boos sa wcnees 
8/9 9/16  —s-_—CPrsllmam...----. eee eee. 
Remington Rand......... 
9/10 10/1 
Walle OW 5 5s cess 
8/15 9/3 eee eee 
8/16 9/3 
8/16 9/3 Tide Water Asso. Oil... .. 
7/26 8/15 United Biscuit............ 
eee 
9/13 10/1 
Van Norman Machine Tool 
8/16 9/3 Wesson Oil & Snowdrift. . . 
8/5 9/3 Westinghouse E. & M...... 
8/31 9/30 Young Spring & Wire...... 
8/31 9/30 


8/9 9/3 


Record Date 
Am't Rate Date Payable 
ere ery 1.00 Q 8/16 9/2 
ein deere as 50 Q 8/9 9/3 
ai aenGes +25 Q 8/12 9/3 
Renese pier 1214 Q 9/13 9/30 
Se eee oe 50 _ 8/20 9/10 
uate meee a _ 8/23 9/20 
pele ae = _— 8/16 9/10 
A ae 25 Q 8/23 9/16 
ria ee .20 _ 9/10 10/1 
epee ee 50 _ 7/25 8/28 
ateices 30 Q 9/3 10/1 
tee eee 15 Q 8/9 9/3 
Mex setses BR _ 8/12 9/1 
erate A _— 8/22 9/5 
Br eeauits 40 Q 9/10 9/20 
Sadeeuees 1.00 Q 8/15 8/26 
Ser Pee 1.00 _ 8/13 8/30 
Pee eee 50 _ 8/15 8/29 


All declarations on common stock unless otherwise noted. Q—Quarterly 
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down her resources here and to turn 
them over to the Nazis, and prob- 
ably for very questionable value re- 
ceived since there need be little 
doubt that the Germans drove a 
typically hard bargain in the matter 
of prices fixed under the agreement. 

Also, unconfirmed reports from 
London indicate that Germany has 
called upon Switzerland to provide 
it food and petroleum from its stores 
accumulated prior to the active 
phase of the war; it is also reported 
that the Reich is after Swiss gold 
and other wealth, much of which 
(some $1,115,000,000) is on deposit 
in the United States. The food and 
oil can probably be had for the ask- 
ing; the gold, securities, exchange 
balances and the like can probably 
be as easily obtained through the 
ruse of a trade agreement unless this 
country forestalls it by impounding 
Swiss property in the same manner 
as it has that of invaded nations. 

It is by no means certain as yet 
whether an attempt of this sort by 
Germany will be made. If it is, it 
will probably take the best legal 
brains in the country and then some 
to find a pretext on which we could 
with even the color of legality stop 
payment on the funds of a country 
that has not actually been invaded 
and has not, of itself, given cause 
for such action. Perhaps such 
a stand by us will be found to be 
impossible; perhaps, on the other 
hand, international relations by that 
time will have degenerated to a point 
where considerations of this sort no 
longer enjoy any vogue whatever. 
However the issue, if once joined, is 
finally resolved, it would certainly 
present us with a dilemma. 

In conclusion, there are one or 
two incidental effects of our freez- 
ing of the assets of conquered Euro- 
pean nations that are worth noting 
though they may not be sufficiently 
important to carry real weight in 
the shaping of our future policy in 
the matter. 

First, there is the effect this action 
is probably having in relieving our 
securities markets of foreign selling 
pressure. Not inconsiderable pres- 
sure still exists, of course, and will 
continue as long as England is free 
since she is the largest overseas in- 
vestor in American securities. The 
Netherlands, however, is also an im- 
portant American bond and stock 
holder and the fact that funds real- 
ized from the sale of Dutch-held 
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securities can no longer be trans- 
ferred to the homeland has elim- 
inated or at least greatly reduced 
any incentive there may previously 
have been to liquidate these hold- 
ings. The same is true of France, 
Denmark, Norway and the smaller 
invaded countries. 

Also, our sequestration of funds 
of invaded countries may give pause 
to the nationals and governments of 
other countries that are contemplat- 
ing sending additional capital to the 
United States as a place of safe- 
keeping; in short, it may consider- 
ably reduce or even bring to a halt 
the tremendous influx of gold that 
has occurred of recent years and 
months. The Englishman who has 
been thinking of sending some more 
of his funds over here may now stop 
to reflect that he might be just as 
well off if he retained them. 





First 100 Years Were the 
Hardest 





(Continued from page 537) 


of the best in the company’s history. 
First quarter earnings of $1.53 a 
share were almost exactly the re- 
verse of those of the first quarter of 
1939 when a deficit of approximately 
the same amount was _ reported. 
Since all branches of the company’s 
business are reported to have ope- 
rated at peak capacity during the 
second quarter of the year it is ex- 
pected that earnings for the second 
three months will at least have 
equaled those of the initial quar- 
terly period. In spite of increased 
taxes, which will not have any drastic 
effect upon Worthington Pump if 
based upon per cent earned on 
working capital, the company should 
have no difficulty in bettering its 
1930 record when $5.40 a share was 
reported. 

Earnings per share are greatly 
assisted by their leverage factor 
which accrues from fairly substan- 
tial senior capitalization. While 
there is but $3,250,000 of bank loans 
senior to the equity structure, there 
are about 245,058 shares of various 
issues of preferred stock ahead of 
the 250,365 shares of common stock 
outstanding at the beginning of the 
year. As an offset to this favorable 
position of the common stock there 
are, however, unpaid preferred 


stock dividend accumulations which 

amounted to $1,500,381 at the close 

of last year and are now larger since | 
no payments on account have as yet | 
been made for 1940. Given several 

years of good business, the company 

could soon eliminate this not too 

important drawback and thus pave 

the way to resumed participation 

of the common shares in dividend 

disbursements. 

Despite the fact that the com- 
pany has had its ups and downs for 
a hundred years, its financial posi- 
tion as disclosed by the 1939 balance 
sheet is satisfactory. At the close 
of last year Worthington Pump had 
current assets of $14,268,267 as com- 
pared with current liabilities of 
$5,853,071. Of the current liability — 
figure, $3,250,000 were bank notes, 
an item that could be extended for 
a long period of time or even capi- 
talized should the management de- 
sire to do so. Foreign properties, 
although fairly extensive in scope, 
have been written down to $485,343 
and the smaller part of these for- 
eign properties are within combat 
areas abroad. Profit and loss sur- 
plus, which reached low ebb ($477,- 
352) in 1935, more than doubled in 
1939 to $1,304,470 from the year 
before. 

The combined features of earn- 
ings leverage and heavy participa- 
tion in the capital-goods industries 
have afforded an unusual degree of 
volatility to the common shares 
from the standpoint of market ac- 
tion. Last year, the shares rose 
120% from the low to their high 
prices as compared with but 44% for 
the Macazine oF WALL STREET in- 
dex of 309 common stocks. While 
they have done considerably better 
than the averages on the advances 
they have also run ahead of them 
on the declines although the pro- 
portionate losses have not been 
quite as great as the gains. At pre- 
vailing markets, the shares are 
priced moderately above the 1940 
low point but are still substantially 
below their 1940 high. With the 
prospects of excellent earnings for 
the year and the possibility that 
next year may find them again on a 
dividend basis, the stock at current 
prices would seer co be under- 
priced and could weil repeat its per- 
formance of last year when it out- 
stripped the averages in its advance 
once that market conditions became 
propitious. 
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